The Tennessee Valley Authority\u27s Tellico Dam Project: Costs, Alternatives, and Benefits by United States. General Accounting Office.
Boston College Law School
Digital Commons @ Boston College Law School
Snail Darter Documents The Snail Darter and the Dam
10-14-1977
The Tennessee Valley Authority's Tellico Dam
Project: Costs, Alternatives, and Benefits
United States. General Accounting Office.
Follow this and additional works at: http://lawdigitalcommons.bc.edu/darter_materials
Part of the Environmental Law Commons, Land Use Planning Commons, and the Water Law
Commons
This Archival Material is brought to you for free and open access by the The Snail Darter and the Dam at Digital Commons @ Boston College Law
School. It has been accepted for inclusion in Snail Darter Documents by an authorized administrator of Digital Commons @ Boston College Law
School. For more information, please contact nick.szydlowski@bc.edu.
Digital Commons Citation
United States. General Accounting Office., "The Tennessee Valley Authority's Tellico Dam Project: Costs, Alternatives, and Benefits"
(1977). Snail Darter Documents. Paper 39.
http://lawdigitalcommons.bc.edu/darter_materials/39
REPORT TO THE CONGRESS 
BY THE COMPTROLLER GENERAL 
OF THE UNITED STATES 
The Tennessee Valley Authority's 
Tellico Dam Project--Costs, 
Alternatives, And Benefits 
In January 1977 the nearly completed $116 
million Tellico Dam project was stopped 
because it wou Id harm the habitat of the 
snail darter--an endangered species of fish. 
Several alternatives to the project have been 
proposed. However, neither the current pro-
ject nor alternatives are supported by cur-
rent benefit-cost analyses. 
The Tennessee Valley Authority should up-
date the remaining benefit-cost data for the 
Tellico project and alternatives to it. The 
Congress should prohibit the Authority from 
further work on the project and shou Id not 
act on the proposed legislation to exempt 
the project from the Endangered Species Act 
until more current information is received. 
EMD-77-58 OCTOBER 14, 1977 
B-114850 
COMPT ROLLE R G ENERAL OF THE UNITED STA TES 
WASHINGTON, D.C. 20548 
To the President of the Senate and the 
Speaker of the House of Representatives 
This report summarizes the status of litigation, 
costs, alternatives, and benefits of the Tennessee Valley 
Authority's Tellico darn project. It does not take a posi-
tion on whether the project should be completed, but rather 
suggests that more information is needed to resolve the 
controversy. 
This review was requested by the Chairman , House 
Committee on Merchant Marine and Fisheries; Senator James 
sasser; Representative John Duncan ; and under authority of 
the Budget and Accounting Act of 1921 (31 U.S . C. 53) and 
the Accounting and Auditing Act of 1950 (31 U.S.C. 67). 
We are sending copies of this report to the Director, 
Office of Management and Budget; the Secretary of the 
Interior; the Chairman of the Board, Tennessee Valley 
Authority; the Chairman, Council on Environmental Quality; 
each member of the Tennessee Delegation; and the House and 
Senate committees a nd subcommittees havi ng oversight re -
sponsibilities for the matters discussed in t h is report . 
Comptroller General 
of the United States 
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COMPTROLLER GENERAL'S 
REPORT TO THE CONGRESS 
THE TENNESSEE VALLEY 
AUTHORITY'S TELLICO DAM 
,PROJECT--COSTS, ALTERNATIVES, 
AND BENEFITS 
DIG EST 
In January 1977 the courts halted con-
struction of the Tellico project becau~e 
it would destroy the snail darter--a 
three- inch f ish protected by the Endanger ed 
Species Act. ' 
GAO does not take a position for or against 
completing the Tellico project, but rather 
that more· information is needed to allow the 
Congress to act on the questions before it. 
GAO looks at the following questions: 
--What portion of the dam project already 
completed would provide benefits if the 
project were not completed and what costs 
are involved? 
--Can a reservoir be operated in other ways 
that would not harm the snail darter? 
--What benefits would occur if the project 
were completed? 
BENEFITS WITHOUT COMPLETION 
As of February 1977, TVA had obligated about 
$103 million on the project and estimated 
that $13 million to $19 million--primarily 
for roads, recreation centers, and reservoir 
clearing-- would be required to complete the 
project. The Authority's and the Tennessee 
Endangered Species Committee's estimates 
of expenditures that will provide benefits 
if the project is not completed, differ 
greatly. The Committee says $80 million 
will provide benefits if the project is not 
completed~ the Authority, about $25.65 million, 
but this estimate is limited to the current 
value of the land plus the estimated cost of 
roads and bridges needed even without the 
project. 
Tear Sheet. Upon removal, the report 
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GAO believes about $56.3 million of the 
project costs--primarily land, roads, and 
bridges--could provide some benefits with-
out completing the project. (See p. 10.) 
The benefits probably will not be propor-
tionate with project costs, however, because 
the bridges were built higher than necessary 
without a reservoi r and benefits to be de-
rived from roads depend on the use of the 
land if a reservoir is not created. 
In addi t ion, any benefits will be offset 
by the necessary costs of removing all 
or par t of the completed work to guarantee 
the darter's survival • . About $25 million 
in ,wages paid during project construction 
have already benefited the area. 
ALTERNATIVES 
Both project proponents artd opponents agree 
that even a modified darn and reservoir at 
Tellico cannot be operated if the snail 
darter is to survive. Abandoni ng the project 
without removing some of the darn is also not 
a viable option, for the same reason. (See 
p. J.) -
The Au tho ri ty has transplanted over 700 snail 
darters to the Hiwassee River. Although still 
questioned by some biologists, the Authority 
claims its transplant i s successful based on 
survival , maturity. and reproduction. For that 
reason . and because the project is threatening 
the snail darter, the Authority petitioned the 
Secretary of the Interior to change the Little 
Tennessee River from being lis~ed as the snail 
darter's critical habitat. The Secretary re-
jected the petition and recommended steps to 
conserve the darter population in the Little 
Tennessee River. 
The Authority and others have considered 
"alternate uses for the valley if the project 
is not completed. These include development 
of the agricultural lands, cold-water recrea-
tional opportunities, and numerous archeolog-
ical and historical sites. However. none are 
supported by current benefit-cost estimates 
ii 
Tear Sbeet 
of their feasibi l ity. until more information 
is obtained . the merits of these proposals 
cannot be ev a luated. 
BENEFITS WITH COMPLETICN 
The most recent analysis of projec t benefits 
was pr~marily prepared i n 1968 by the Authority. 
It estImated yearly benefits of $3.760 .00 0 
and a benefit-cost ratio of 1 . 7 to 1. Even 
though project costs have increased about 
115 percent. the Authority . has not updated · 
its benefit projections. 
Some of the assumptions and logic of the 
Auth~rity's projecti~nwould not a6curately 
predIct actual benefits w In some instances 
the methodology did not conform to Federal · 
guidelines and in other instances the 
statistical projections were not valid~ 
(See p. 27.) . 
Because 
for the 
stated. 
needed. 
of these problems. the benefits claimed 
Tellico project could be over- or under-
A thorough, up-to-date analy~is is 
RECCMMENDATIONS TO THE CHAIRMAN CF THE 
TENNESSEE-VALLEY -AUTHORITY 
The Chairman should gather and provide to the 
Congress. through the Office of Management and 
Budget, detailed information on the remaining 
costs and remaining benefits of the Tellico 
project and its alternatives. . 
Initial suggestions on developing alternatives 
and comments on the ~ethodologies. data bases. 
and resul ting analyses should be obtained from 
the Director of the Office of Management and 
Budget. the Chairman of the Council on Environ-
mental Quality, and the Secretary of the 
Interior. 
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RECOMMENDATION TO THE CONGRESS 
------------
------------
------
The snail darter is an integral part of the 
broader issue: Is the Tellico project the 
best use of the Little Tennessee River Valley? 
Because the snail darter population can be 
reestablished if conservation measures are 
taken and if, over the long run, at least a 
portion of the darn is removed, more current 
information should be obtained on the project 
and its alternatives. 
The Authority is ready to spend an estimated 
$13 million to $19 million to complete the 
project if the U.S. Supreme Court lifts the 
injunction . . until current detailed cost and 
benefit information is made available for the 
Tellico project and its alternatives, the 
congress should prohibit by law the Authority 
from spending any more appropriations for work 
on the project that would (1) further endanger 
the snail darter or (2) not be necessary if 
the project were not completed or were 
modified. 
No action should be taken on the legislation 
proposed to exempt the project from provisions 
of the Endangered Species Act of 1973 until 
the Congress has had time to assess updated 
information. 
AGENCY ACTIONS AND UNRESOLVED ISSUES 
The Author i ty maintains that remaining cost 
and remaining benefit information should not 
be obtained for the project or its alterna-
tives because Tellico is nearly complete. The 
Authority also stated that "scenic river" 
alternatives have already been considered and 
rejected by the Congress and that alternatives 
would require additional funds to restore the 
project area and to provide public use 
facilities. 
Considering (1) the age of the 1968 analysis, 
(2) the faults found in the methods used by 
the authority, and (3) that comprehensive 
iv 
alt7rnatives have never been measured GAO 
belleyes,that remaining cost and remaining 
benefIt ~nfor~ation on the project and its 
alternatIves IS necessary. 
The,Dep~rt~ent of the Interior agreed with 
GAO s flnd~ngs and is interested in helpin 
the Autho~lty assess project alternatives. g r~~ CouncIl on Environmental Quality would 
1 e t~ comment on a remaining cost-benefit 
analysIs but cautioned that the depth of 't 
comments would be limited by the 1 s 
'1 bl resources 
aval a e at that time. The Office of 
Management and Budget had no comments or 
suggestions. 
Because of items pointed out by the D t 
of the It' epar ment 
n erlor and the Authority GAO 'd 
the report where l ' b ,reVIse 
with the Auth 't
app lC~ Ie. Basic differences 
l'n orl y rem
aIn and are discussed 
chapter 5 and appendix VIII. 
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CHAPTER 1 
LEGAL AND ENVIRONMENTAL CONSIDERATIONS 
At the requests of the Chairman, House Committee on 
Merchant Marine and Fisheries, Senator James Sasser, and 
Representative John Duncan, we have reviewed certain 
aspects of the Tennessee Valley Authority's (TVA's) Tellico 
project (see app. I, II, and III). Based on the original 
requests and subsequent agreements with the Committee we 
identified 
- - what portion of project expenditures would provide 
benefits if the project were not completed, 
--alternative methods of operating a reservoir that 
would not have an adverse impact on the snail 
darter, and 
- -the benefits that would occur if the project were 
completed. 
We interviewed TVA personnel and reviewed pertinent 
legal documents, records, correspondence, and reports . We 
also contacted individuals and organizations opposed to 
the project and reviewed all data provided . In company 
with officials of TVA, the Tennessee Endangered Species 
Committee (TESC) II, and others, we toured the project area 
and observed the current project configuration . 
The Tellico project is a 38,000 acre water resource 
and regional economic development project located on the 
Little Tennessee River in Loudoun, Monroe , and Blount ' 
Counties , Tennessee. The project has been challenged by 
various groups because it would create a 30-mile r eservoir 
covering 16,500 acres of land, including prime farmland 
in the three-county area as well as numerous historical 
and archeological sites. The Tellico reservoir would pro-
vide recreation, shoreline development , and flood control . 
! I TESC is a Knoxville, Tennessee, area organ i zation which 
is knowledgeable about the Little Tennessee Rive r Valley . 
During our review, TESC provided us with info r mation on 
behalf of the Little Tennessee River Alliance , an organ-
ization with a current membership of about 25 , 000 persons. 
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These anq other project Qenefits, such as navigation and 
electric power generation, are discussed in detail in 
chapter 4. . 
TVA developed the Tellico project proposal in 1963, 
and funds were' first appropriated by the Congress in October 
1966. Construction on the dam began March 7, 1967. The 
dam is complete as are many other features of the reservoir; 
how~v~r, some work, such as final land clearing, recreation f<;tc~llty preparati(;>n, and ~ighway construction, is not yet 
flnlshed. The entire Tellico project is about 90-percent 
complete and the reservoir is ready for impoundment. Through ~ebruary 1977, $116 million has been budgeted for the pro-
Ject, of which about $103 million has been obligated. 
LITIGATION 
Legislation enacted after TVA began the Tellico project 
eventually led to construction delays. Beginning in 1971 
environmentalists and affected landowners filed suit in 
Federal courts seeking to halt Tellico construction. These 
groups contended that TVA had not filed an adequate envi-
ronmental impact statement as required by the National 
Environmenta~ policy Act of 1969 (42 U.S.C. 4321 et seq.) 
(NEPA). ProJect opponents obtained a preliminary-rnjunction 
and halted the project for 21 months. In October 1973 a distr~ct c~urt concluded. that TVA's final statement fully 
complied wlth NEPA and Ilfted the injunction. The decision 
was affirmed by a Federal appeals court. 
In August 1973, when the project was about 50-percent 
complete, a University of Tennessee ichthyologist discovered 
a previously unidentified species of fish, the snail darter ~iving in the Littl~ Tennesse~ River. A search of ecolog- ' 
lcally comparable rivers confirmed that the Tellico project 
portion of Little Tennessee River was Virtually the exclusive 
preserve of the snail darter. 
About 4 months after the snail darter's discovery, 
Congress passed the Endangered Species Act of 1973 (16 U.S.C. 
1531 et seq.). The act provided, among other things, a means 
to protect ecosystems on which endangered species depend, 
a~d empowered the Secretary of the Interior to compile a 
IlSt of endangered and threatened species which would re-
ceive protection under the act. On November 10, 1975, the 
Se~ret<;try inclUded the snail darter on the endangered list 
prlmarlly because of the threat the Tellico project posed 
on the species. 
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Beginning on February 28, 1976, a group o~ ~cient~sts 
and environmentalists sought to permanently enJoln proJect 
completion in the same Federal court which ~r~nted ~he 
earlier injunction. While the case was awa~tlng tr~aL the 
Department of the Interior's Fish and W~ldllfe Servlce. 
designated the lower Little Tennessee Rlver as the snall . 
darter's critical habitat. 
The trial was held on April 29 and 30, 1976. The court 
concluded: 
~* * * the preponderance of the evidence demon-
strates that closure of the Tellico Dam in January 
1977 and the consequent creation of the Tellico 
Reservoir will result in the adverse modifioation, 
if not compl e te destruction, of the snail darter's 
critical habitat, * * * Almost all of the known 
population of snail darters will be significantly 
reduced if not completely extirpated * * *" 
Not withstanding, the court weighed the snail darter's 
survival against the projected benefits of the Tellic? 
project, denied the injunction, and dismissed the action. 
Because environmentalists immediately filed an appeal, 
a Federal court of appeals enjoined dam closure pending the 
outcome of the case. On January 31, 1977, a court of appeals 
reversed the lower court ruling and ordered a permanent in-
junction to preclude dam closure and other activities which 
would threaten the snail darter's habitat. The court con-
cluded that the evidence indicated a clear violation of the 
Endangered Species Act and that the act does not permit an 
analysis of equities. The court of ap~eals ruled that the 
injunction should remain in effect until the Congress . 
exempts the project from compliance with the act, the sn<;tll 
darter has been deleted from the list of endangered species, 
or its critical habitat has been redefined. On May 30, 1977, 
TVA, in conjunction with the Solicitor General of the United 
States, filed a petition with the U.S. Supreme Court to 
appeal the court of appeals decision. 
MODIFYING THE RESERVOIR CONFIGURATION 
WILL NOT PRESERVE THE SNAIL DARTER 
TVA and TESC officials told us the project cannot be 
modified to preserve the snail darter and provide projected 
reservoir benefits. Low and intermediate pool levels would 
still effect the snail darter's habitat and would decrease 
the amount of project benefits. 
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Abandoning the project without removing at least a 
port~on of the dam is also not a viable option. Life-cycle 
studles of the snail darter indicate that the Tellico Dam 
in its present form threatens the darter's survival, even 
with the sluice gates open. The darter spawns in shallow 
water upriver from Tellico dam. As the eggs hatch, many 
of the larva swim into the river current and float down-
stream, through the sluice gates of Tellico Dam and into 
watts Bar Reservoir. with the onset of maturation, these 
snail darters swim back toward their spawning area in the 
Little Tennessee River. Since closure of the north channel 
in August 1975, the darter's upstream migration has been 
stopped. TVA, TESC, the Tennessee Wildlife Resources 
Agency, and the Department of the Interior's Fish and Wild-
life Service biologists agree that the continued existence 
of a normal level snail darter population in the Little 
Tennessee River is in serious doubt. 
TVA transplanted over 700 snail darters to the Hiwassee 
Rive~ and has c~aimed a successful transplant as judged by 
survlval, maturlty, and reproduction. Interior's Fish and 
Wildlife Service and the ichthyologist who discovered the 
snail darter, however , said that from 5 to 15 yea rsmay be 
required to determine whether the snail darter can success-
fully survive in its new environment. 
Because TVA believes its transplant was successful 
and predicts elimination of the snail darter in the Little 
Tennessee River, TVA petitioned the Secretary of the 
Interior in February 1977 to delist the Little Tennessee 
River as the sna~l darter's critical habitat. In July 1977 
the Secretary reJected the petition and recommended certain 
steps to conserve the darter population in the Little 
Tennessee River. 
There is no feasible compromise. Only completion of 
the Tellico project can provide those reservoir benefits 
which TVA projected for the area. Likewise, alternatives 
for the project area must include removing a portion of 
the dam to ensure the snail darter's survival in the Little 
Tennessee River. 
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CHAPTER 2 
PROJECT COSTS AND BENEFITS 
IF THE-PROJEC~IS-NOT COMPLETED 
-------------------
Through February 1977 TVA had obligated about $103 
million of the $116 million estimated cost of the Tellico 
project. In our opinion, about $56.3 million of the project 
costs--primarily land, roads, and bridges--cou1d provide 
some benefits for alternate uses of the project area if the 
reservoir is not created, but the benefits to be derived 
will depend on how the land is used. Because bridges were 
built higher and longer than normal to accomodate a reservoir 
and many of the roads were built to replace existing roads 
scheduled for inundation~ the benefits probably will not be 
proportionate with the cost. 
PROJECT COSTS 
Since the Congress first appropriated funds for the 
Tellico project in 1966, the project cost estimate has 
increased from $45 million to $116 million. TVA officials 
attributed a large portion of this increase to rising con-
struction costs and delays resulting from court injunctions. 
On the basis of TVA's ,estimated cost at the end of 
February 1977, about $13 million would be required to 
complete the Tellico project. One official in TVA's 
Engineering Design and Construction Office stated, however, 
that the estimated completion costs may have increased to 
$19 million because of continued delays and rising costs. 
These funds are required primarily for completion of two 
major road projects, recreation centers, an interreservoir 
canal, access roads, and about 100 acres of reservoir 
clearing. 
Through February 1977 TVA had obligated about $103 
million on the Tellico project in three basic categories: 
--Land ($25.5 million). 
--Construction features ($63.0 million). 
--Engineering, general and administrative expenses, 
and outstanding commitments ($14.7 million). 
A description of the investment made in each of these 
categories follows. 
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Land costs 
Land costs of $25.5 million include the purchase price 
of land plus improvements and other expenses related to the 
acquisition, as shown in the following table. 
Land Acquisition Costs 
fOE-the Telllc~Dam pr~Fc! 
Type of expense 
Purchase price 
Land 
Improvements 
Other related costs 
Acquisition expense 
Surveying and mapping 
Legal 
Relocation ' 
Total 
Cost 
(miITIOns) 
$16.9 
5.2 
$ 1.9 
0.8 
0.2 
0.5 
$22.1 
3.4 
The project area purchased by TVA encompasses 38,000 
acres, including about 17,100 acres of high quality agri-
cultural land. This land, which comprises about 14 percent 
of the class I and II land in the ' three-county area, has few 
or no limitations, a slope of less than two percent, and is 
suitable for cultivated crops, pasture, range, woodland, or 
wildlife. The remainder of the land in the project area has 
a steeper slope and requires more complex land management 
measures but generally has the same potential uses as the 
higher quality land. Before TVA began purchasing property 
for the project, the land was used primarily for grazing 
and, to a lesser extent, farming. 
Of the 38,000 acres in the project area, about 16,500 
acres would be inundated at normal reservoir levels, and an 
additional 2,900 acres would be used for flood control. The 
remaining land was purchased, according to TVA, to maximize 
project benefits and to insure that the shoreline land would 
be available for planned development purposes in cooperation 
with local and State agencies. Buying additional land in 
some cases avoided severance damages and the expense of 
building access roads to isolated tracts. TVA considers the 
resale of property made more valuable by the public works 
6 
as a way to recover some of the public i~vestment ~ade ?n 
the reservoir project. In this regard, 1f the proJec~ 1S 
completed, TVA plans to sell about 16,500 acres of th1s ~and 
and estimates annualized benefits of $455,000 on the basIs 
of these sales, as discussed in chapter 4. 
The land acquisition costs as shown in the above table 
included all land improvements, such as barns, houses, wells, 
fences, and any existing natural resources. ~os~ of these 
improvements, original~y value~ at over ~5 mIllIon, were 
removed during reserVOIr clearIng operatIons. 
Construction costs 
------------------
By the end of February 1977, TVA had expended about 
$63 million for construction features of the Tellico project, 
as shown in the following table. This amount includes about 
$24.7 million in direct labor costs. 
Construction Features Costs 
for the Tellico Dam proje£! 
Type of expense 
Dams 
Concrete dam and spillway 
Main earth dam 
Auxiliary dams 
Reservoir roads, bridges, and 
other adjustments 
Highways and bridges 
Railroad and br idge 
Reservoir clearing and rim 
treatment 
utility relocations and 
miscellaneous 
Other 
Access roads 
Interreservoir canal 
public use facilities 
General yard improvements 
and miscellaneous 
Total 
7 
Cost 
(millions) 
$ 5.0 
16.2 
1.3 
$25.6 
4.1 
4.0 
2.0 
$ 2.1 
1.8 
0.1 
0.8 
$22.5 
35.7 
4.8 
$63.Q 
Most of the construction funds have been expended on 
darns , about 65 "mil e s of State , county and local access 
roads, and three major bridge replacement projects. All of 
the darn structures have been completed and $24.1 million 
has been spent for completed road and bridge project~. TVA 
has also invested $3.6 million in two major road projects 
whi c h are not scheduled for completion until the darn is 
c losed. Most of the roads are to be used as replacements 
for those which would be covered by the reservoir. Simi-
larly, bridge replacements were required because of design 
mod i fications necessary to allow navigation on the higher 
water levels of the reservoir. In addition, the State of 
Tennessee has spent over $1 million in its program to pro-
vide roads and improvements in the project area. 
According to an official of the Tennessee Department of 
Transportation, the State will continue limited maintenance 
on State highways in the reservoir area uritil the darn is 
closed. The official did not know what the State would 
do with incomplete highway projects if the reservoir is not 
created and said that the Department of Transportation could 
not complete any project without an appropriation from the 
state legislature. .He considered it unlikely that the State 
would ever complete the Tellico Parkway--one of the major 
road projects- -presently being funded entirely by TVA. 
Other expenditures and revenues 
TVA has expended about $14.7 million on various aspects 
of the Tellico project other than land and constructi on, 
as shown in the following tab l e . 
Type of expense 
Ot her Cos t s fo r the 
TellicOI5arnproject 
General engineering and design 
Planning , sur veying, and model tests 
Environmental studies, construction 
supe rvi sio n and support, and 
nonallocated overheads 
Contr act s not yet paid in full 
Total 
8 
Cost 
(millions) 
$ 1.6 
3.2 
8.2 
1.7 
$l!':'2 
TVA has cumulatively received about $665,000 in revenue 
related to the Tellico project. Structures and timber were 
sold from reservoir clearing operations for about $99,000 
and farmland and houses on land purchased by TVA have been 
leased for a total of about $566,000. 
Costs if the project is not completed 
In the event the Congress determines that the project 
should not be completed and that the project area should be 
restored to its natural state, TVA will incur additional 
costs. Because life-cycle studies of the snail darter indi-
cate that the Tellico Darn in its present form threatens the 
snail darter's survival in the Little Tennessee River, at 
least a portion of the darn will have to be removed to pre-
serve the natural population. 
We believe that the cost of removing all or a portion 
of the work completed to date could vary considerably de-
pending on the extent of restoration deemed necessary. 
According to TESC, removing a portion of the earthen darn 
to restore the north channel and to allow the Little Tennes-
see River to flow more freely could be accomplished at an 
estimated cost of $2 million to $3 million. However, TVA 
maintains that removing only a portion of the darn will result 
in periodic flooding of some of the prime agricultural land 
in the valley. TESC agrees that some flooding could occur 
but that it would be highly localized at the base of the darn 
if enough construction is removed. 
TVA estimates that removing the concrete and earthen darns 
and restoring the entire project area could cost as much as 
$16 million, as shown in the following table. 
TVA's - Estimate of Removing-Darns 
and Restoring Project Area---
Remove concrete darn and spillway 
Remove auxiliary darns 
Fill interreservoir canal 
Reforest river banks and reservoir 
Obliterate incompleted roads and 
site facilities 
Restore fill at Old Fort Loudoun, 
Chota, and Blockhouse 
Remove 411 and railroad bridges 
Remove miscellaneous facilities 
Total 
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Estimated cost 
$ 3,800,000 
700,000 
3,300,000 
500,000 
1,100,000 
700,000 
200,000 
-400,000 
$16,000,000 
We believe an analysis of the benefits and costs of 
alternatives being proposed for the project area should 
include the cost of removing all or a portion of the work 
completed to date. 
BENEFITS FROM INVESTMENT IF PROJECT 
IS"NOT COMPLETED 
Some portions of the investment made in the Tellico 
project could provide benefits for alternate uses of the 
project area if the reservoir is not created. The amount 
of the investment that would provide benefits and the 
extent of such benefits, however, are subject to varied 
estimates and depend on the ultimate use of the project area. 
TESC contends that $80 million of the $103 million 
could provide benefits. In contrast, TVA estimates that 
$25.65 million of the investment is recoverable. These 
estimates are not comparable, however, because TVA's valua-
tion is limited to an estimate of the current value of the 
land plus the estimated cost of roads and bridges which 
were needed even without the project. As shown in the 
following table, we believe that $56.3 million of the pro-
ject investment could provide benefits although such bene-
fits probably would not be proportionate with these costs. 
Category 
Land 
Construction: 
Dams 
Roads, bridges 
and other 
reservoir 
facilities 
Other facil-
ities 
Other costs 
Total 
Cost as of 
February 28, 
1917 
$ 25.5 
22.5 
35.7 
4.8 
14~ 7 
$103.2 
Estimate of amounts 
TVA estimate that could 
of recover- Erovide benefit 
able cost GAO TESC 
$21.0 -25.5 $25.::> 
0.0 0.0 0.0 
3.3 26.5 34.0 
0.0 0.0 } 5.5 1.35 4.3 
$25.65 $56.3 !/ $65.0 
= 
!I In - addition to the $65 million, TESC also contends that 
$15 million in salaries will provide benefits. 
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Our analyses of the value of land, construction, and 
other investments in the project, as well as benefits re-
sulting from direct labor wages, are presented in the 
following sections. 
Land values 
Project opponents and propone nts agr e e that th~ land 
purchased by TVA would provide benefits even if the project 
is not cQmpleted. How TVA would dispose of the project land , 
however, is uncertain. The TVA Board of Directors could 
declare the entire project area surplus property and make it 
available for sale at public action or, in the event an al-
ternative land use plan is adop t ed, TVA could us e the land 
o r convey title to another Government agency or to the State 
of Tennessee . 
TVA'S estimate of recov~rable project costs includes 
$21 million as the estimated gross selling price f or the 
38,000 acres of project land. In estimating this value TVA 
evaluated land transactions in the three-county area affected 
by the project, considering several factors which might 
affect property values. These factors includ ed accessibility 
by roads or highways, availability of potable water lines, 
value of existing improvements, size of the tract, intepded 
use, and real estate market conditions. 
TVA concluded that the increase in property values 
since the land was acquired has been more than offset by the 
administrative acquisition costs of $3.4 million and the re-
moval of much of the hduses, barns, fences, wells, and timber 
which were valued at about $5.2 million when the land was 
purchased . In addition, some of the access roads and bridges 
have been destroyed or removed which TVA believes has reduced 
the value of the land. One TVA official said that , if the 
land were sold at auction, property values would be severly 
depressed, selling costs would be incurred, and the proceeds 
from such a sale could be considerably less than the $21 
million estimated by TVA. 
We obtained land value estimates from three realtors 
and a bank president who were referred to us by TESC and 
who worked in communities near the Tellico project area . 
These persons estimated land values ranging from $600 to 
$1 , 500 per acre for the higher quality land and f~om $200 
to $1,000 per acre for all other land in the project area . 
Application of these values results in a range of $14.4 
million to $46.6 million as an estimated gross value of the 
land . 
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Chapter 3 w~ll discuss various alternative uses that 
have ?een proposed for ~he land. In our opinion, the public 
?eneflt,that can be derived from the Tellico land depends on 
l~s,ult lmate use or disposition. We believe the full acqui-
SltlO~ cost of the land--$25.5 million--will provide some 
beneflt regardless of whether the project is completed . 
Construction 
, T~e $63 million spent on Tellico construction consists 
pr1mar1ly of darns, roads, and bridges. In our opinion only 
about,42 percent of that investment--about $26.5 million 
relat 7ng to roads and bridges--could provide significant benef1t unless the project is completed. -
,TVA con~id:rs that three bridge projects will provide 
publ1C benef1t 1f the reservoir is not impounded. These 
ar: a four~lane state highway bridge and two new two-lane 
br1dge~ Wh1Ch replaced substandard one-lane bridges. 
Acc~rd1~g to TVA, two of these bridges were designed for 
nav1gat:onal clearance and, without a reservoir, could have 
been bU1lt much lower~ shorter, and for about three-quarters 
o~ t~e cost. TVA est1mated these bridges, costing about $6.0 
m~lllon, could h~ve been constructed for about $4.65 million 
w1thout the spec1al reservoir design requirements. 
All road construction costs are considered nonrecoverable 
by TVA because the new roads are somewhat circuitous and 
repla?e,the existing road s~ste~ which was satisfactory for 
the Ilm1ted amount of traff1c w1thout the reservoir Simi-
larly, ~VA's position is that the existing railroad·bridge 
wa~ adequate and that the new bridge which replaced it was 
bU1lt only because of navigational clearance requirements 
O~e T~A offi~ial said that although there has been no qua~ti­
f1cat7on,o~ 1ncr:ased useful life, the new roads and bridges 
are slgn1f1cant lmprovements over those previously existing. 
, We b:lieve th~t all of the roads and bridges completed 
~111 provIde ~ome 1ncremental benefit because each offers 
1mproved qua~lty and extended life over those replaced. How-
ever, we bel1eve the amount of benefits to be derived will 
d:pend on how the land is used. Because bridges were built 
h1gher and longer than normal to accomodate a reservoir and 
many of the ro~ds wer: built to replace existing roads 
schedul:d for 1~undat1on, the benefits probably will not be 
proport1onate w1ththe cost. 
, About ?3.6 million has been spent for two major road 
proJects wh 7ch,ar: not expected to be completed until after 
the reserV01r 1S 1mpounded and about $3.0 million for a 
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bridge across the proposed interreservoir canal. Accordingly, 
we excluded these costs from our estimates because this 
investment will not likely provide benefits without project 
compl etion unless an alternate development proposal would 
include completing the roads. We also excluded $4.8 million 
of other construction costs, such as reservoir clearing and 
the interreservoir canal. 
Other - investment 
Of the $14 . 7 million not included in land or construction 
costs, about $8.2 million is unallocated overhead and $1.7 
million is for outstanding contracts on the Tellico project. 
We believe that approximately $3.5 million of the overhead 
will be allocated to features which will , provide some benef it. 
Of the outstanding contracts, only $0.8 million is for items 
which will prove beneficial without a reservoir. 
The remaining $4.8 million spent by TVA on the project 
included general engineering, planning, and model testing 
required for the dam . We do not believe that any signifi-
cant benefit will result from these expenditures if the 
project is not completed. 
Benefits from wages 
Another type of benefit associated with the Tellico 
project is the economic stimulation generated by the salaries 
and wages paid to project workers. TESC contends that $15 
million in salaries and wages should be included as benefits 
to be derived if the project is not completed . However , 
since the direct benefits created by these wages have already 
been realized and any secondary stimulation that might occur 
from the wages also will be realized without regard to 
wh ether the project is completed, we have excluded these 
payments as "benefits." In addition, the wages for roads , 
bridges, and some other construction features are already 
included in our $56.3 million total . 
As shown below, TVA has expended about $24 . 7 million in 
direct labor wages through February 1977 . 
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Direct Labor Costs for 
theTellico " Dam"pro~t 
Dams and spillway 
Roads and bridges 
Reservoir clearing, relocations, 
an6 general yard improvements 
Interreservoir canal and temporary 
construction facilities 
Other" 
Total 
CONCLUSION 
Cost 
(millions) 
$ 8.7 
6.6 
3.0 
3.6 
2.8 
$24~7 
Abol"lt $56.3 million of the $103 million invested in the 
~ellico proje~t could provide some benefit if the project 
IS not c0mpleted. The amount of benefit to be derived 
from the investment depends largely on the .ultimate use, 
however, and probably will not be proportionate with the 
original cost. An analysis of alternatives for the project 
area must include the cost of removing all or a portion of 
the work completed to date. According to TVA, this could cost 
as much as $16 million. 
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MORE " INFORMATION IS "NEEDED ON PROJECT ALTERNATIVES 
--------------------------------------------------
The snail darter controversy renewed interest in project 
alternatives, including the costs of alternative proposals 
and the benefits to be realized. Alternative proposals have 
been developed by TVA, the State of Tennessee, and various 
proponents of river-based area development, but none are 
supported by current benefit-cost analyses. Until more 
current information is obtained, the economic merits of 
each proposal cannot be evaluated. 
ALTERNATIVES DEVELOPED AND EVALUATED BY TVA 
-------------------------------------------
In its 1963 Tellico project proposal, TVA neither 
identified nor evaluated any alternate uses for the project 
area. According to a TVA official, no comparison of alter-
natives was made because existing statutes did not require 
documented comparisons, and because TVA's philosophy and 
experience at that time indicated that a mUltipurpose reser-
voir was the best economic stimuli for a depressed area. 
In 1972, 5 years after construction started, TVA included 
an evaluation of project alternatives in its environmental 
impact statement to comply with Section 102 of the National 
Environmental Policy Act of 1969. At that time TVA identified 
six alternate project designs, estimated the costs and bene-
fits of each, and compared the results to the 1968 Tellico 
analysis. A summary of these alternatives is shown in the 
fo llow i ng table. 
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Project 
design 
Lower dam 
Lower dam 
and scenic 
stream 
Intermediate 
dam 
Intermediate 
dam and 
scenic 
stream 
Scenic 
stream 
No further 
action ' 
Tellico 
Project 
Alternatives Evaluated by TVA 
Character istics 
3,200 acre pool 
extending 25 
miles 
3,200 acre pool; 
8 mile scenic 
stream 
8,000 acre pool 
extending 29 
miles 
8,000 acre pool; 
4 mile scenic 
stream 
33-mile scenic 
river corridor 
Project abandon-
ment 
Full pool level 
wi th Ft. Loudoun 
reservoir 
. Estimated 
annual 
~ 
E,stimated 
annual 
benefits 
$1,426,000 $3 ,56 0,000 
1,444,000 3,602,000 
1,745,000 3,500,000 
1,761,000 3,509,000 
!! ' 82 , 000 , .Y 129,000 
!! -0- 101,000 
1,507,000 5,903,000 
Percent 
of Tellico 
benefits 
60 
61 
59 
59 
2 
1.7 
100 
!! Excludes cost of removing all or a portion of the Tell ico dam and 
any area restoration that might be necessary. 
~! Estimate is limited to recreation benefits. 
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Low and intermediate dam designs provided about 60 
percent of the net economic benefits estimated for the 
Tellico project, while the scenic river concept and project 
abandonment provided about two percent. On the basis of 
these analyses, TVA concluded that the Tellico project pro-
vided the most economic benefit for the area. 
As discussed in chapter 1, low and intermediate dams 
would be incompatible with preserving the snail darter's 
habitat. Of the six alternate project designs, only the 
scenic stream proposal remains a viable alternative. TVA 
estimated scenic river costs and recreation benefits on the 
basis of the same development level as the Buffalo Scenic 
Riverway in Tennessee . Public access areas, camping, hiking , 
canoeing, picnicking, and sanitary facilities , as well as 
acquisition of a land corridor along the river bank , were 
included in TVA's computation. TVA's scenic stream proposal 
did not include other benefits which might also be derived 
from a developed river valley such as agriculture , historical, 
cultural and industrial development, fish and wildlife, 
shoreline development, and redevelopment benefits. 
TVA has not updated the scenic stream benefit-cost 
analysis or studied new alternatives. Although economic 
conditions have changed since alternatives were evaluated 
in 1971, TVA believes the relative economic benefits from 
the project and alternatives have not been radically altered 
and that a reservoir is still the best way to develop the 
a r ea . In early 1977 TVA claimed a new benefit-cost ratio 
for the project of 7 to 1 on the basis of original benefits 
and r emaining costs . As discussed in chapter 4, however, 
we do not believe these benefits are representative of actual 
benefits to be derived . 
According to TVA officials, all efforts to complete the 
current Tellico project will be exhausted before alternatives 
are again considered. These efforts include its appeal to 
the U.S. Supreme Court, petition to the Secretary of the 
Interior to delist the Little Tennessee River as the snail 
darter's critical habitat, and attempts to gain Congressional 
e xemption from the Endangered Species Act . 
ALTERNATIVES ' DEVELOPED BY 
THE STATE OF TENNESSEE 
In 1971 Governor Dunn of Tennessee reviewed the Tellico 
project and concluded that the interests of the State would 
be best served if TVA discontinued plans to impound the Little 
Tennessee Rive r. Because of ~he area's location, nationally 
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acclaimed trout fisheries, numerous historical and archeo-
logical sites , and great acreage of productive woodland, 
cropland, and pastureland, Governor Dunn stated that the 
Little Tennessee River could best serve Tennesseeans as the 
focal point for a scenic river recreational gateway to the 
national wilderness lands beyond. 
In rebuttal TVA Board Chairman Aubrey Wagner pointed 
out that while most of Governor Dunn's statement concerned 
only the recreation aspect of the Tellico project, TVA had 
to consider all the effects of a project. Mr . Wagner also 
said that the Governor's proposal would sacrifice the much 
broader benefits of comprehensive development provided by 
the Tellico project. 
At Governor Dunn's request, the Executive Office of the 
State issued a recreation plan in August 1973 , emphasizing 
the unique natural, historical, and cultural values of the 
Little Tennessee Valley. Three complementary recreation 
area concepts were proposed: (1) a scenic river corridor from 
Chilhowee Dam to the confluence of the Tennessee river to 
provide quality floating and fishing, (2) an archeological 
and historic area to protect and restore 14 outstanding sites 
along the river, and (3) an 1,lOO-acre State park to provide 
popular day-use activities and recreation. No benefit 
estimates were included in the preliminary plan; however, 
TESC used the State plan as the basis for a more elaborate 
recreational-cultural development proposal which is discussed 
later. 
In September 1973 the State presented its preliminary 
recreation plan at Federal court proceedings concerning the 
Tellico environmental impact statement (see chapter 1). 
After the court ruled in TVA's favor, the State suspended 
all alternative planning. 
The present State administration actively supports the 
Tellico project. Current plans for community development 
and recreation facilities, including Sta te operated histor-
ical, archeological, and recreation parks, complement, and 
in some cases are dependent on, a reservoir. In addition, 
the Tennessee Legislature has passed three joint resolutions 
urging the Congress to support Tellico completion and, 
according to the results of a recent questi onnaire, residents 
of the three - county area support project completion about 
9 to 1. (See app.'· IV.) 
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OTHER 1?~OPOSALS 
Since 1964 various individuals and groups, including 
some area resid~nts, fishermen, and environmentalists, , have 
challenged the Tellico reservoir project in favor of rlve r-
based area development. Encouraged by the court-ordered, 
halt of the project in February 1977, TESC, the most actlve 
of these groups, currently is developing alternate-use plans 
for the Little Tennessee,River Val~ey: A draft proposal, 
incorporating and expandlng the prlnclpal elements of the 
1973 State plan, outlines eight development plans. TESC 
said that these plans do not represent the full range of 
possibilities for developing the valley, however, because 
other opportunities, such as industrial development, were 
not included in the draft proposal. 
TESC plans include estimated development costs bu~ do 
not project benefits., T~e,proposa1s ran~e,from returnlng 
all lands to private lndlvldua1s at neg11glb1e cost~ to 
extensive recreational and agrarian development estlmate~ 
to cost $5.4 million. The overall ,goal of each a1ter~atlve 
is to preserve a unique and economlcal1y valuable reglon , 
while complying with the Endangered Species Act. The maJor 
characteristics and estimated costs of each proposal are 
shown in the following table. 
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Proposal 
nuter . 
(1) 
(2) . 
. (3) 
(4) 
(5) 
(6) 
(7) 
, , 
Land'!"u .. Alternative. Propoaed 
bf"Other ' Group. 
, De,clar. tM Little Tenne.aee River a 
,clasa II_~al river. Acquire eaae-
menta: 2891 acre. scenic and 764 acrea 
public use. Acquire islands: 730 acres. 
Provide 3 acce .. eites~ ' . 
All aspects of plan (1) plua two added 
access sites. Develop 14 archeological 
and historic sites. Construct a visitor 
center at Halfway Town.' 
All aspects of plans (1) and (2) plus 
11,000-acre State park, stable facilities 
at several historic ' sites, · IS cabins, 50-
trailer campgrouncJ with facilities, and a 
group lodge ~or 60 persons. 
Return all land to pr ivateownetship. 
All aspects of plan (2) and return adja- ' 
cent lands, to private ownership and agri-
cultural development. Provide five access 
sites. Develop 14 archeological-histori-
cal sites. , . 
Designation of Class II river, develop 
archeological and historical sites, estab-
lisil a Stat~ park, and re,turn agricultural 
la~da toprlvate or semiprivate control. 
AU aspects of plan (1) plus return all 
land to . pr ivate ownership. Provide scenic 
and public use easements and three access 
sites. . 
(t ,) Return aU land to private or' saiprivate 
Estimate4 
co.ts 
(note a) 
$ 20,000 
1,998,500 
5,450,800 
Negligible 
l,998,500 
5,450,800 
20,000 
,ownership !ith mini.al control bya manag-
ing autho,r 1 ty. Use area ail a model agr icul-
tural management, region ,in combination with 
a recreational facility. Construct a loop 
.yatem to atazim'ize tour is.. No estimate 
JI' QAO did not verify the cost eati_ates or determine 
." auociated pro,ect benefit.~ lati_te. uclude 
tile ~o8t of reliOving aU or a portion of the Tellico 
,d .. and any area re.toration tbat might be necessary. 
20 
A July 1977 study by the School of Architecture at the 
university of Tennessee indicated that numerous uses can be 
made of the Little Tennessee River Valley. The study pre-
sented a matrix of eight land uses and seven grogram options 
which could be applied to the valley under three basic stra-
tegies: river retention, river impoundment, and river basin 
retention with selected tributary impoundment. The variety 
of options presented did not include benefit-cost analyses, 
however, and the study concluded that even further study of 
complementary alternatives and variations was justified. 
Proposals of river-based area development generally 
divide the unique qualities of the region into three basic 
themes: recreational, cultural, and agricultural oppor-
tunities. 
Recreational opportunities 
The Little Tennessee River is located between the Great 
Smoky Mountains National Park and the southern half of the 
Cherokee National Forest. According to TESC the Little 
Tennessee River is one of the largest streams in the area 
suitable for family floating and canoe trips and is equa~ly 
suited for adjacent day-use activities, such as hiking and 
horseback riding. 
The Great Smoky Mountains records about 8 million vists 
annually and offers many of the same activities proposed for 
the Little Tennessee River Valley. An analysis of visitor 
activities in the'Great Smokies in 1963 compared to 1975 
shows the increased popularity of these activities. 
Percent 
~ctivity 1963 1915 increase 
Total visits 5,258,700 8,541,474 62 
Conducted trips 11,501 19,590 70 
self-guiding facilities 923,222 1,280,806 39 
Overnight camping 525,080 679,930 23 
Lodge 2,764 8,097 293 
Hiking 166,998 222,305 33 
Horseback riding 31,495 51,407 63 
If travel to the park continues to increase at a rate 
comparable to that of the past 25 years, 11.3 million visits 
can be expected by 1985. Park officials told us the activi-
ties that presently strain park resources are the same activ-
ities that could be developed along a scenic riverway. In 
their opinion, comprehensive development of the valley as a 
scenic riverway would more effectively alleviate overcrowd ing 
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at the park than would a reservoir, as well as provide ~ 
controlled access corridor to the'park area. 
Trout fishing. is another recreational attr ibute of the 
Little Tennessee. Although trout must be stocked regularly, 
TESCcontends that the growth rate in the Little Tennessee 
is equal to or better than artifically fed hatchery trout 
and catches regularly range from 5 to 12 pounds. 
TESC believes that a scenic river and a reservoir offer 
different recreational opportunities and points out that 
reservoir-oriented ac~ivities are already available at 20 
lakes within 100 miles of the Tellico site. TESC reasons 
further that river oriented recreational opportunities on 
the Little Tennessee would be irretrievably lost and can not 
be duplicated in East Tennessee if the Tellico reservoir is 
completed. 
Cultural opportunities 
The Little Tennessee River Valley is the ancestral home 
of the Overhill Cherokees and the site of the first British 
fort west of the Applachians. Numerous historical and 
archeological sites are located along the Little Tennessee. 
Of these , TESC proposes restoration and development of 14 
significant sites as shown in the following table. 
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Site 
Halfway Town 
Citico 
Chota-Tenasi 
(note a) 
Toqua 
Tommo tl ey 
Tuskegee 
Fort Loudoun 
(note a) 
Tellico 
Blockhouse 
(note a) 
~!££~ological and Historical Sites 
~££E~~f£!~yelopment 
Si.9:nific~~ 
Cherokee village 
Cherokee village 
Cherokee capitol 
village 
Cherokee village 
and temple 
mound 
Cherokee village 
Cherokee village-
birthplace of 
Sequoyah 
British fort 
Site of militia 
blockhouse 
(1795) 
Development 
Vistor center, museum, 
stables, picnic area, 
boatguide servIce, 
interpreter. 
Canoe access, informa-
tion display, hitching 
station. 
Reconstructed village, 
museum, canoe access, 
horse hitching and 
watering station, 
interpreter residence. 
Canoe access, picnic 
area, information 
display, hitching and 
watering station. 
Canoe access, informa-
tion display, hitching 
station. 
Partially reconstructed 
village, canoe access, 
information displays, 
hitching station. 
Reconstructed fort, 
stables, interpreter 
residence, museum, 
ferry service, canoe 
access, picnic area, 
ten t camping. 
Reconstructed block-
house , canoe access, 
hiking, trailhead, 
ferry service, infor-
mation displays. 
~/ TO be preserved by TVA if the Tellico project is completed. 
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S i te 
Mi l i tia Springs 
Mialoquo-Rose 
Island 
Bat Creek 
Mounds 
Coy tee Springs 
Bowman House 
Bussell Island 
~l2!gl£~~ 
Loc al mi litia 
muste r ing 
grounds 
(1790s) 
Cherokee village 
Site of enigmatic 
stone 
Grist mill site 
House and grounds 
of early Indian 
agent 
Coy tee trea ty 
site and 
bur i al 
mounds 
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~~eloEm~,!l! 
Info r mation disp lay, 
picn i c area . 
Canoe access, picnic 
area, information 
displays . 
Canoe access, infor -
mation display . 
Reconstructed grist 
mill, picnic area , 
canoe access, inter-
preter residence . 
Restored house, inter-
preter residence , 
canoe access , 
picnic area. 
Interpreter residence, 
canoe access, picnic 
area, museum, tent 
camping. 
Of the more than 200 recorded archeological sites 
within the reservoir area, all major sites have been partially 
investigated under funding by TVA, the National Pa r k Service, 
the National Geographic Society, and the Cherokee Historical 
Association. Major habitation sites , including some mounds , 
contain mater ial from seve r al Indian cultu r es which p r eceded 
the early period of European contact . Acco r ding to the 
Chairman of the Department of Anthropology at the Smithson-
ian Institution, these sites 
"* * * will be critical in understanding early 
tribal movements and events in this most unstudied 
period in Eastern United States archaeology . Most 
of these sites have not been thoroughly investigated ; 
their loss and that of the other archaeological and 
historic resources of the area would be tragic ." 
In contrast, Dr . Alfred K. Guthe, Professor of 
Anthropology at the University of Tennessee , and a key 
member of the team that investigated the archeological sites 
at Tellico , recently stated that funds provided as a result 
of the Tellico project have made it possible to carry out 
an extensive and orderly program of investigation and excava-
tion which has extended through a period of 10 years. He 
said the major sites have been extens i vely investigated and 
that a great deal of archeological and historical information , 
as well as artifactual material which was unavailable under 
private ownersh i p and would otherwise have been lost or des-
troyed, has been retrieved. 
The historical and archeological significance of the 
Little Tennessee River Valley is undisputed; only the best 
development strategy is in question. proponents of river-
based area development support extensive investigation of 
several sites . By comparison , if the project is completed , 
TVA would preserve and develop a few sites along the rese r-
voir in conjunction with prereservoir site investigat i on . 
Agricultoral opporto,!lities 
To determine agricultural suitability , the Department 
of Ag r iculture classifies soils into eight classes according 
to slope, erosion , and other features . Land use Class I has 
few limitations or none , while Class VIII has many . The 
three-county a r ea adjacent to the project has a total of 
240,000 acres of land in land use Classes I , II and III, 
including about 25 , 000 acres in the project area. All of 
this land is suitable for agricultural use . 
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TVA acknowledges that the reservoir would red uce 
agricultural production in the three-county area. In i ts 
opinion, these losses will be offset many time s b y economi c 
gains resulting from the project. 
The Tellico environmental impact stateme nt r epo r ted 
1964 agricultural production of $1.9 mill i on on project 
~roperty or about 15 percent of the agricu l t u r a l pr od uct i o n 
In the three-county area. TESC states that this level of 
production i~ not a good indicato r of the c u rr e nt agric ul-
tural potentIal, howe ver, because changes ha ve o c cu rr ed in 
farm policy since the 1960s, wh e n much of the l and in the 
p roject was in the Federal s oil bank. Farm policy now 
encourages maximum use of fertile farm lands . TESC. i n i ts 
draft propsal of alterna tive use plans. es tima t es annual 
yields of $17 million at 1973 prices if tillab l e l ands a r e 
used for intensified cultivation. TV A. on t he o ther hand, 
estimates that annual yields would not total mor e t han about 
$6.4 million annually. 
CONCLUSION 
Numerous alternate uses exist f o r the Little Tennessee 
Ri~er Valley if ~he res~rvoir is not comp l et ed. However , 
neIther the TellICO proJect nor its alter n a ti ves ar e sup-
ported by current benefit and cost e s timates . The S tate of 
Tennessee currently supports the reservoir proj e ct a s the 
best way to develop the area. TESC and o thers, on the other 
han~, contend that some alternative that prese rve s both the 
snaIL darter and the natural and cultural cha rac t eri s t ics of 
t~e v~lley should be adopted. In our opin ion, mo r e info r ma-
tIon IS needed to resolve the Te llico question. 
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CHAPTER 4 
ASSUMPTIONS AND LOGIC TVA-USED TO 
ESTIMATE TELLICO BENEFITS 
The most recent analysis of Tellico benefits ' was 
prepared in 1968. Our analysis of these projections showed 
the assumptions and logic used by TVA to estimate some bene-
fits are not valid predictors of Tellico benefits . In some 
instances the methodology did not conform to Federal guide -
lines for estimating the benefits of water projects and , 
in other instances, statistical projections were not valid. 
TVA officials said their methodology, procedures, and data 
bases have improved significantly since they projected 
Tellico benefits in 1968. but that using these different 
methods to reevaluate project benefits would not signifi-
cantly affect the results of their original analysis. 
TVA'S TELLICO BENEFIT ANALYSIS 
Benefit-cost analyses are developed and reported to the 
Congress by Federal water resource construction agencies to 
show the economic feasibility of proposed projects . These 
analyses are one of several factors used to decide on the 
best use, or combination of uses, of water and land resources . 
TVA made an analysis of Tellico benefits and costs in 
1968. Although project costs have since increased 115 
percent--from $54 million to $116 million--TVA has not up-
dated its benefit projections because it is not its policy 
to update a project analysis once a project is funded and 
underway. 
Because the benefit-cost analyis is important in 
congress ional and agency dec is ion mak i ng, Feder al .gu ide 1 ines 
were developed for evaluating the benefits and costs of pro-
posed projects. At the time TVA estimated Tellico benefits, 
these guidelines were printed in the basic and supplements 
to Senate Document 97, 87th Congress. 2d session. 
TVA calculated direct benefits of $3,760,000 annually , 
with a benefit-cost ratio of 1.7 to 1. and secondary bene-
fits of $3,650,000 annually with a total benefit-cost ratio 
of 3 to 1. Secondary bene fits were based on additional job 
opportunities tha t would be availab le i n the Tellico area 
as a result of industrial development. TVA estimates th~t 
a minimum of 4~000 industrial jobs would be attributable to 
those industries and an additional 2.600 trades and services 
jobs would be created . 
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As requested, our review was limited to the assumptions 
and ~ogic u~ed by TVA to estimate direct benefits of the 
TellIco proJect. AcCordingly, we neither attempted to verify 
or eV~luat~ the accura~y of the data TVA used in the analysis 
nor a_temp_ed to quantIfy the effect of problems we found. 
TVA divided direct annual benefits into eight categories . 
The summary ~chedule of these benefits shown below is followed 
by an analysIs of each category. 
Recreation 
Tellico Direct Annual Benefits 
-Recreation 
- shoreline development 
Flood control 
Navigation 
Power 
Fish and wildlife 
Water supply 
Redevelopment 
Total 
$1,440,000 
710,000 
505,000 
. 400,000 
400,000 
220,000 
70,000 
15,000 
$~~QQ 
Senate Document 97 defines recreation benefits as the 
va~ue.of net increases in the quantity and quality of . boating, 
~~lmmlng, c~mping, picnic~ing, and simi~ar outdoor activi-
_les result~ng from. a. p~oJect. TVA proJected the recreation 
~se at Tell~co ~y dIvIdIng the total annual visits at exist-
Ing reservoIrs Including their adjacent parks in the TVA 
sy~tem by the number of shoreline miles at these reservoirs 
Thls.average.was then multiplied by the shoreline miles at . 
Tel!lco. AdJustments ~ere made to (1) give more weight to 
~as; Tennessee reserVOIrs and the proximity of the project -~ _~e Gr~a~ Smok~ Mounta~ns National Park and (2) to exclude fIShl~~ VISItS wh~ch TVA Included under fish and wildlife 
ben~fl_s. An est~m~ted g~owth factor was applied to arrive 
at _otal annual VIS~tS WhICh were divided among commercial, 
TVA access and publIC u~e.categories. Values, ranging from 
50 cents. to. $1.25 per VISIt, were assigned to each category 
and multIplIed by the estimated number of visits for each 
category. 
Using this method TVA predicted that the Tellico 
reservoir would rece i ve _ about 1. 6 mill ion annual V is its by 
the 6th year of the proJect and that the number of visits 
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would increase annually -until it leveled off at about 2.6 
million visits during the 15th year to yield $1,440,000 in 
annual benefits over the expected 100-year life of the 
project. 
Our analysis showed that the arithmetic average of 
visits per shoreline mile used by TVA does not reflect the 
great variations, or the reasons for variations, among the 
individual reservoirs used in the analysis. For example, 
the visits per shoreline mile used to compute the average 
ranged from 258 at the Appalachian reservoir and 577 at the 
Nolichucky reservoir to 19,351 at the Fort Patrick Henry 
reservoir and 11,220 at the Guntersville reservoir. A TVA 
recreation official agreed that a number of factors affect 
the recreation use of a reservoir. They stated that if this 
analysis were to be made again, factors such as water quality, 
the type and amount of shoreline development, the amount of 
land devoted to public access, and the proximity to a popu-
lation center would be given consideration. We did not attempt 
to determine the effect these factors would have on the 
Tellico visitation estimate. 
In commenting on our draft report, TVA stated that 
independent estimates of expected Tellico visitation by 
Economics Research Associates in 1971 substantiated the gen-
eral range of recreation visits projected for Tellico. How-
ever, we noted that the 6-year-old study was critical of 
TVA's approach and that it pointed out that TVA's methods do 
not give a truly valid picture of probable visitation directly 
asso~iated with the Tellico reservoir. 
Supplement No.1 to Senate Document 97 points out 
important factors that should be considered in estimating 
recreation use, including the availability and attractiveness 
of existing alternative recreation opportunities. Because 
several reservoirs exist near the Tellico project area, TVA 
agreed that some recreation benefits would be lost at other 
recreational areas as a result of the project. However, TVA 
did not make allowances in its estimate for recreation visits 
that would represent transfer from an existing reservoir to 
the new Tellico reservoir. In such cases no benefits are 
created~ rather, the increas~d visitation at Tellico is off-
set by decreases at other reservoirs. TVA believes the 
transfer question is not relevant because it expects all 
reservoirs in the area to be at capacity in the future. We 
noted, however, that most if not all of the 20 reservoirs 
within 100 miles of the project are not currently at capa-
city and that visitation rates vary considerably between 
reservoirs. 
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Shoreline development 
Shoreline development benefits of $710,000 are derived 
from the conversion of agricultural lands into higher valued 
industrial, residential, and commercial lands. In projecting 
shoreline development benefits, TVA assumed that 16,500 of 
the 38,000 acres purchased by TVA would be sold to end users 
and dev~l~pers withi~ 12 years after project completion. 
The ant1c1pated sell1ng price for this land has an annual 
equivalent value of about $455,000. TVA claimed the entire 
selling price as shoreline development benefits since the 
original cost is included on the "cost" side of the cost-\ ~enefit ~atio. In addition, TVA also claimed about $255,000 
1n benef1ts for further price increases which it projected 
for these same lands over the next 38 years. 
Our analysis showed that benefits derived from about 
1,000 acres of Tellico land were claimed under both shoreline 
development and recreation categories. The 1968 estimate of 
recreation benefits provided for this land to be used as a 
State park, while the shoreline development benefit - calcula-
tion assumed this land would be sold for development. The 
TVA Land Branch had deleted this land from its shoreline 
development benefit estimate, but the land was added back 
when,all,the benefit categories were consolidated. This 
dupl1cat1on caused shoreline development benefits to be 
overstated by about $27,000. 
In addition to shoreline development benefits, TVA also 
computed navigation benefits (transportation savings) that 
would accrue to industries that purchase industrial sites at 
Tellico. We believe, however, that the factors which make 
the,Tellico sites more desirable to industry, such as navi-
?at1on, would be re~le~ted in the increased land prices 
1ndustry would be w1ll1ng to pay. Accordingly, we believe 
some duplication exists between navigation and shoreline ~ev:lopment benefits. Ad~itional discussion on this point 
1S 1ncluded under the nav1gation benefits section of this 
report. (See p. 31.) 
We also believe that price increases anticipated after 
TVA sells the land are attributable, at least in part, to 
other factors, such as inflation, improvements made by the ~uyer, and demand for land in general. Although some price 
1ncreases may result from the project, this increment should 
be identified and the benefits attributed to the project 
should be limited to this amount. 
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Flood control 
Flood control benefits are defined by Senate Document 97 
as the reductions in all forms of damage from inundation,of 
property, including the higher use of property made,poss1ble 
as a result of lowering the flood hazard. The Tell1co pro-
ject, according to TVA hydrological studies, would add 
126,000 acre-feet of flood storage to the TVA syst~m worth 
$505,000 annually. TVA calculated the value of th1S storage 
by estimating the value of each acre-foot of storage already 
in the TVA system (dollar value of damages prevented divided 
by the number of acre-feet of storage in the ,system) an~ 
multiplying this value per acre-foot by Tell1co reserV01r 
storage capacity. 
TVA'S method of estimating flood control ben:fits 
assumes each additional acre-foot of storage prov1des,a~ 
much flood protection as existing storage. In our op1n1on, 
the value of added storage per acre-foot decreases as down-
stream areas approach 100-percent protection. TVA's use of 
an average value per acre-foot is n~t consisten~ with se~ate 
Document 97's definition of a benef1t--the net,lncrease 1n 
value with the project compared to the value w1th~ut the 
project. We believe the value of flood damages w1th and 
without the Tellico project should be compared, and only the 
value of incremental flood protection provided should be pro-
jected as flood control benefits. 
TVA, in commenting on this analysis, stated t~at,a M~rch 
1973 flood caused damages estimated at about $35 m1ll1on 1n 
Chattanooga--the principle area to be pro~ected ~y the 
Tellico dam. TVA estimated that the Tell~co,proJect would 
have reduced these damages by about $15 m1ll1on. Conversely, 
TESC stated that little or no damage in Chattanoog~ would 
have been averted by the project because the floo~lng was 
caused by water from Chickamagua Creek, not the L1ttle Ten-
nessee River. While we did not verify the accuracy of th:se 
estimates, we believe that this type of procedure--compar1ng 
damages with and without the project--should be used t~ cal-
culate flood control benefits over the life of the proJect. 
Navigation 
The navigation benefit of $400,000 is base~ on projec~e~ 
transportation savings expected from ~oving var1o~s commod1t1es 
by barge compared to the leas~ expen~lve alternat1ve mo~e-­
normally by rail. Because.no 1ndustr1es wer: lo~ated adJ~cent 
to the proposed reservoir, TVA ~ompute~ nav1gat1o~ benef~ts 
by reviewing actual transportat1on sav1ngs of 44 1ndustr1al 
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firms which located along t he Tennessee River between 1953 and 1963. These savings were totaled and divided by the total number of land acres occupied by these fi r ms to obtain a savings-per-acre . After time-phasing, discounting, and amortization, the resulting $80 per acre was multiplied by the 5,000 acres of industrial lands at Tellico. 
TVA'S procedure assumes a strong correlation between transportation savings and industr ial acreage. · Our analysis of transportation savings at each of the 44 firms in the TVA analysis did not show a strong correlation between industrial acreage and transportation savings because of the great var-iation in savings between industries. For example , 27 of the 44 firms did not have transportation savings. The 17 firms that did have savings from use of a waterway ranged from $26 to $19,894 per acre. In our opinion, a case-by- case analysis should be made rather than using a purely statistical average because of this wide variation. 
In commenting on our report, TVA stated that the majority of the 27 firms with no savings chose to take advantage of reduced rail rates which resulted from competition with barge lines rather than using an available waterway . We believe, however, that no navigation benefits are created unless the shippers actually use the waterway because the reduction in transportation costs for the shippers are offset by reduc-tions in income for the railroad industry. 
TVA further stated that it prepared an analysis in 1971 which estimated transportation savings for two different industrial complexes whose needs could be met by Tellico sites. According to TVA, this analysis substantiated the reasonableness of its 1968 benefit estimate. We did not ver-ify the accuracy of these estimates but we believe t he basic procedure of identifying specific industries and related sh ipments would be prefer able to the methods used in the 1968 analysis. Since this data is at least 6 years old, however , we believe a current analysis using improved methods would result in a different savings projection. 
In addition to being statistically weak, TVA's analysis did not consider two other factors . First , TVA plans to restrict industrial development at Tellico to those indus-tries compatible with adjacent recreation and residential areas. Despite this , some of the 44 firms analyzed for trans-portation savings were in industries which would be restricted f:om Tellico . For e xample, one TVA official said that a paper mIll would probably not be allowed to locate at Tellico . How-ever, the TVA projections included transportion savings of this type industry. 
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Second, as discussed earli e r, we believe tha~ part, if not all, of the navigation be nefi t s ~ere already Included 
'n the "shoreline development" bene fIt. TVA calculated the ~horeline development as the value of agricultural ~and, transformed into industrial land as a result of nav~gat~on, water supply , zoning, and other fac t ors., A TVA n~vlgatlon of f icial told us that the c l aimed sho~ellne ~eneflt~ would include the value of navigation only If the IndustrIal lan~ is sold at market value, which i ncludes some value for naVI-gation advantages. TVA Land Branch officials said they are plann i ng to receive marke t va l ue , f~r t~e l~nd, but contend t hi s value does not incl ude t he capItalIzatIon of transpor-t at ion savings. We believe t hat the market value of the , l a nd , however, would re f lect navigation savings since thIS is one of the factors whic h would make the land more valuable. 
Power 
Al though the Tellico darn does not have generators, TVA attributes power benefits of $ 400 , 000 to the project because it will divert additional wate r t hrough a 1000-foot canal t~ the Fort Loudoun Darn tur bine s, which are large enough to utIl-ize flows diverted from the Lit t le Tennessee River. TVA hydrologic studies showed t hat t h is additional water volume would increase energy output by 200 mil~ion kilowatt hour~ annually. TVA computed the v a l ue of thIS ~ower by comparIng the overall TVA system cost t o satisfy a gIven power d~mand both with and without the pro ject. Since hydropower IS less costly than some other powe r generating methods (coal , gas tur b ine), the TVA system c ost per k ilowatt hour would be decreased by adding this i nc r ement of lower cost power. 
In 1968 TVA estimated the value of this power benefit to be $290,000 annually. Wh en TVA prepared the 1971 , env ironmental impa c t s tatemen t , it increased power b~neflts to $400,000; however, TVA d id not update costs assocI~ted with the power benefit that may have als<? c~ang~d durII?g the 3~year period from 1968 to 1~7 1 . TVA saId I~ dId not In-cr e ase costs because the rev Ised power benefIts were ex-pr e ssed in 1968 prices, bu t t here w~re,no docum~nts or , supporting schedules to s how how thIS II?crease,In benefIts was computed . TVA said the powe r benefIt was Increased to, r e fl e ct the increased cost of al t ernate energy sources durIng 
the per iod . 
In 1975 TVA reevaluate d Tell i co power benefits . This 
analysis showed that power be nefits had increased b~ ~ver $1 million to about $1.6 ~ i ll ~on annu~lly. TVAofficials said this increase was primarIly attr Ibutable to the large iricreases in the cost of coal and o t her fuels that would be 
used to produce this same amount of power. 
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Fish and wildlife 
Fish and wildlife benefits of $220,000 as estimated by 
TVA are the difference between the value of 'fishing and 
hunting with the Tellico project compared to the value of 
fishing and hunting without the project. Fishing values are 
the most significant in these estimates~ hunting comprises 
only a very small portion of the claimed benefits. 
TVA estimated the number of annual reservoir fishing 
trips on the basis of a l2-month TVA study of reservoir 
fishing at Norris Dam on the Clinch River. The number of 
visits derived was multiplied by an assigned value per visit 
from Senate Document 97 to obtain the Tellico fishing bene-
fit. TVA also added a market value for commercial fishing 
at Tellico on the basis of such fishing at four east Tennes-
see reservoirs. 
TVA'S estimate of fishing without the reservoir was 
based on a IS-month interagency study of fishing on the 
Little Tennessee River prepared by the State of Tennessee, 
TVA, and the Departmen~ of the Interior. The fishing visits 
estimated were multiplied by a cold-wate r-fishing value and 
deducted from th,e reservoir fishing benefit estimat'e to ob-
tain the net fishing benefit for the Tellico project. 
Our analysis showed that TVA's method did not consider 
the number of fishing trips that might be drawn from other 
reservoirs. TVA fisheries' biologists agr ee that the value 
of these trips should have been deducted from the estimated 
benefits and told us that their 1968 analysis was one of 
TVA'S first attempts to quantify the value of fishing and 
hunting at a reservoir. These officials said further that 
their estimating procedures and data bases have improved 
significantly since the Tellico estimate was prepared, but 
that a new analysis would not provide substantially different · 
results. 
As stated earlier TVA believes the transfer question is 
not relevant because it expects all reservoirs in the area 
to be at capacity in the future. However, most if not all of 
the 20 reservoirs within 100 miles of the project are not 
currently at capacity, and visitation rate s vary considerably 
between reservoirs. 
Our analysis also showed that TVA based its values f or 
fishing and hunting trips on an interim guideline range of 
values issued in 1960 by an interagency committee on wate r 
resources. Before TVA prepared its analysis in 1968, however, 
these values were formally increased by Supplement No.1 to 
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senate Document 97. TVA used the midrange value for reservoir 
fishing in both the interim guidelines and Supplement No.1 . 
However, the value used by TVA for non-reservoir fishing--
the midrange under the interim guidelines--was the lowest 
allowed under Supplement No.1 . If TVA had consistently 
used the middle of the acceptable range, it would have in-
creased the value of nonreservoir fishing , and, correspond-
ingly , reduced the net annual benefits claimed for reservoir 
fishing by about $55 , 000. TVA believes the lowest value is 
justified considering (1) the criteria and examples given 
for specialized recreation in Senate Document 97 and (2) the 
cost involved in stocking trout in the Little Tennessee River . 
~ater supplX 
TVA computed the water supply benefit of $70,000 by 
calculating the amount of power and construction costs that 
could be saved if industrial firms pumped 70 million gallons 
of water per day from a reservoir rather than a river . In-
ternal correspondence showed that the estimated water usage 
rates TVA used were based on actual water consumption of t wo 
firms which TVA projected to eight firms that could locate 
at Tellico . 
Our review showed, however, that the TVA analysis did 
not consider the amount of industrial acreage available at 
Tellico . We determined, on the basis of the acreage occu-
pied by the two actual firms , that the eight firms used in 
TVA'S analysis would require over twice the acreage set 
aside for industrial development in the project. TVA stated 
that it believes its comprehensive land-use planning would 
enable these industries to locate at Tellico within the 
acreage set aside for industrial development. 
Personnel turnover and lack of documentation prevented 
TVA officials from explaining exactly how the $70 , 000 annual 
benefit was computed. However, a 1971 TVA analysis using 
the same 70 million gallons per day withdrawal rate showed 
an average annual equivalent benefit of only $24,000 . This 
study applied assumed water usage rates as high as 150 million 
gallons per day to 13 industrial plants that were potential 
candidates for the Tellico area. The average annual equiva-
lent benefit for the highest assumed usage rate--which was 
~ver twice that of the actual rates found in 1968--is $80,000 
In 1968 dollars. 
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Redevelopment 
The TVA redevelopment benefit of $15,000 is a projection 
of increased employment of otherwise unemployed and under-
employed labor in the area resulting from the construction, 
operation, and maintenance of the Tellico project. To quan-
tify this benefit, TVA officials reviewed construction, 
operation, and maintenance labor requirements; employment 
applications; wage rates; and existing unemployment data to 
identify the increased employment effect of the project. 
TVA supporting schedules appeared to support this 
benefit category. 
CONCLUSION 
In view of the age of the most current TVA benefit 
estimates and the problems noted regarding the methodologies 
used by TVA in making these estimates, we do not believe the 
benefit projections are representative of the actual benefits 
that would be derived if the project is completed. Because 
our analysis was not intended to determine the net effect of 
these problems, TVA's projected benefits could either be 
understated or overstated. Due to this uncertainty, we be-
lieve TVA's benefit analysis does not provide the confidence 
in the benefit estimates necessary to make an informed deci-
sion on the project. 
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CHAPTER 5 
CONCLUSIONS, RECOMMENDATIONS, AND AGENCY COMMENTS 
CONCLUSIONS 
We have concluded that 
--as much as $19 million is required to finish 
the project, primarily for c?mpletio~ of roads, 
visitor centers, and reserV01r clearIng; 
--about $56 miJlion of the $103 million obligated 
through February 1977 on the Tellico project 
will provide benefits if the project is not com-
pleted, but the benefits will probably not be 
proportionate with the original costs; 
--the reservoir configuration cannot be altered 
to insure survival of the snail darter i~ the 
Little Tennessee River and a~ thesa~e t1me, 
provide the level of reserV01r benef1ts estI-
mated by TVA; 
--a portion of the construction,must,be removed, 
over the long run, if the proJect 1S not com-
pleted because the dam in its pre~ent form 
threatens the snail darter's surVIval; the 
estimated cost of removal varies from $2 mil-
lion to $16 million, depending on the extent 
of restoration desired; 
--alternatives to the Tellico project have been 
proposed because of the a~r~cultural, c~ltural, 
and recreational opportun1t1es of the LIttle 
Tennessee Valley, but none are supported by 
current benefit and cost estimates; 
--in view of the age and problems noted, TVA's 
benefit projections for the Tellico pr?ject ~re 
not representative of the actual benefIts Wh1Ch 
could be derived; and 
--more current benefit and cost information is 
needed on the project and its alternatives 
before an informed decision can be made. 
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AGENCY RECOMMENDATIONS 
We recommend that the Chairman of the Board, TVA, gather 
and provide to the Congress, through the Office of Management 
and Budget, detailed remaining cost and remaining benefit 
information on the Tellico project and its alternatives. 
To provide a balanced perspective, we further recommend 
that initial suggestions on developing alternatives and 
subsequent comments on the methodologies, data bases, and 
resulting analyses should be obtained from the Director of 
the Office of Management and Budget, the Chairman of the 
Council on Environmental Quality, and the Secretary of the 
Interior in view of (1) his involvement in the Endangered 
Species Act of 1973, (2) his funding of archeological inves-
tigations in the Little Tennessee River Valley and involve-
ment in the National Historic Preservation Program, and 
(3) the impact of the project on overcrowding at the Great 
Smoky Mountains National Park. These comments should be 
included in the information submitted to the Congress. 
RECOMMENDATION TO THE CONGRESS 
The decision of whether to exempt the Tennessee Valley 
Authority's Tellico project from the provisions of the 
Endangered Species Act of 1973 involves more than comparing 
the value of the snail darter with benefits that could be 
derived from the completed project. The snail darter is 
important, however, because it is an integral part of the 
broader issue of whether the Tellico project is the best 
use of the Little Tennessee River Valley. 
While biologists recognize that the Tellico dam is 
threatening the snail darter's survival in the Little 
Tennessee River, they believe that former population levels 
can be reestablished in the river if conservation measures 
are taken, and, over the long run, if all or part of the dam 
is removed. Since time permits, we believe more current 
information should be obtained on the project and its 
alternatives. 
TVA is ready to impound the reservoir and spend an 
estimated $13 million to $19 million to complete the project 
if the U.S. Supreme Court rules in favor of TVA's appeal and 
lifts the current injunction on project construction. For 
this reason and because current detailed cost and benefit 
information is not available, we recommend that until the 
remaining cost and remaining benefit information on the 
Tellico project is received from the Chairman of the Board, 
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TVA including the comments of the agencies re~erredto 
abo;e, the congress prohibit by law the expend1tu~e ?f 
xisting appropriations and defer further appropr1at1ons 
~or work on the project that would (1) fu~ther endan~er 
the sn~il darter's surviva1,su~h as clos~ng t~e slu1ce _ 
gates, or (2) not be necessary 1f the proJect IS not com 
leted or is modified. We further reco~mend t~at t~e ~ongress not act on the proposed exempt10n 1~glslat1?n 
until it has had time to assess the updated 1nformatlon. 
* * * * * 
These recommendations should not be cons~rued t~at we 
are either for or against comp~e~ing t~e Tell1~o p~oJect, _ 
but rather that we believe add1t1onal 1nformat:on 1S neces, 
sary to allow the Congress to act on the quest10ns before 1t. 
AGENCY COMMENTS A~2~~~~UATI2~ 
TVA 
In August 14, 1977, comments (see app. VII) on this 
report, TVA stated that gathering remain~ng cost ~nd 
remaining benefit information on the proJect and ItS alter-
natives is not necessary. It said that our concerns abou~ 
the age and faults in the methodology of the 1968 reser~olr 
cost-benefit analysis would be rel~vant if the present Issue 
was whether to authorize a new proJect, but ~hat because 
Tellico is over 90-percent complete, the proJe~t s~ould not 
be delayed merely to recount benefits. ,TVA,ma1n~a1ns tha~ 
the current value of anyone of the proJect s maJor benef1ts 
more than justifies the relatively small cost to complete 
Tellico. 
TVA believes it is unwise to examine project alternatives 
because alternatives would be a wast? of ~ubl~C f~nds already 
invested in the project and because scen~c r1ver alterna-
tives have already been considere~ an~ reJected by t~e Con-
gress. TVA maintains that a scen1c,r1ver would prov1d~ only 
2 percent of the benefit levels proJect~ ~or the Te~llco 
reservoir. Further, TVA stated that add1t1onal publ1C fu~dS 
would be required to restore t~e,p~oject area and to prov1de 
public use areas and other fac1l1tles. 
We disagree with TVA that the Cori~ress sho~ld ignor~ 
the major problems found with the TellIco benef1t analys1s, 
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opportun~ty to comment on a remaining cost-benefit study, 
but sa~tloned ~hat the depth of the "Council's comments would 
be llmlted by ltS resources available at that time. 
Office of Management-and Budget 
In a July 25, 1977, letter, the Office of Management 
and Budget stated that it had no comments or suggestions at 
this time. (See app. v.) 
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APPENDIX ' I APPENDIX I 
COMMITTa:: JOHN J. DUNCAN 
ZD Dln1IlCT. Ta.tnen WAYS AND MEANS 
l4Il RAv.JItN HouaE 0frJr1Cl: ButLDtNCI 
_, (A""" COOK 202) 22I1-US! 
COUNTIES: 
KNOX 
~ongre~~ of !be iSniteb 6tate~ 
Jlou'e of l\qjre'entatibe' 
8Idbtngton, •. ~. "20515 
LaUDON 
Me .. I ..... 
-IICO"IT 
UNION 
Mr. Henry Eschwege 
Director 
February 17, 1977 ' 
Resources and Economic 
Development Division 
U. S. General Accounting Office 
Washington, D. C. 20548 
Dear Mr. Eschwege: 
.; .... 
As you may recall, I contacted the Comptroller General 
last February 19 requesting information on necessary 
procedures for requesting a cost-benefit analysis of 
the Tennessee Valley Authority's Tellico Dam Project 
in my congressional district. That request was 
forwarded to you, and after a staff consultation, I 
received a letter from you, under date of March 25, 
1976, which stated, in part, that "in view of the 
advanced status of th~ project and the ~itigation, 
we do not consider it advisable to undertake a 
detailed and costly benefit-cost study of the project". 
I am sure you are aware of the renewed interest in the 
Tellico project which has been generated by the recent 
decision of the Sixth circuit U. S. Court of Appeals 
which granted a permanent injunction against any further 
construction on the dam until such time as judicial or 
legislative relief may be given. 
In light of the controversy which this decision has 
created, and in view of the fact tlrat any further judicial 
or legislative action may set precedents with potentially 
grave implications for other, similar, public works 
projects, I think that a GAO cost-benefit study of the 
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Tellico Project would be most appropriate. I would, 
therefore, like to renew my request of a year ago 
that GAO conduct such a study. 
Thank you for your consideration. 
Very truly yours, 
JJD/slc 
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DANIEL K. AKAKA, KAWAU March 2, 1977 
Honorable Elmer B. Staats 
Comptroller General of the United States 
General Accounting Office 
Washington, D.C. 20548 
Dear Mr. Staats: 
Legal questions have arisen between the Federal 
Endangered Species Act of 1973 (16 U.S.C. 1531 ff) and the 
nearly-completed reservoir segment of the Tennessee Valley 
Authority Tellico Project, a recreational-industrial develop-
ment project in East Tennessee with associated benefits in 
barge-navigation, peaking power generation, and incremental 
water control. 
The terms of the permanent injunction . in the U. s. 
Sixth Circuit Court of Appeals call for a halt to all 
construction work on the reservoir portion. The appropriate 
Congressional Committees may consider a specific project 
exemption from , the Endangered Species Act, based upon 
review of the value of the project with a reservoir compo-
nent as originally designed, and of the value to the public 
if project assets are modified for alternate public land 
and water uses. 
The specific inquiries necessary to provide information 
for Congressional review, of these alternatives are the 
following: 
1. To quantify the value of the resources and materials 
directly invested in the dam structure to date for which 
there is no alternative public utility or which would be 
irretrievably lost in the event that Congress decides that 
the Valley should not be flooded. ' 
2. To assess the potential value of the recoverable 
project expenditures in land, road facilities, bridges , and 
infrastructures, when developed for alternative utilizations 
to a reservoir, e.g . , agricultural production management, 
historical site management, national river recreation area 
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management , and no n - reservoi r i n dustrial development , or 
a combination the r eo f , including co n sideration of unquanti-
fi able public value s and o f alternativ e management models 
prepare d by the St ate o f Tennessee and Un iversity of 
Tenness ee researche rs. 
3 . To analyz e the current Tellico c ost- benefit analysis , 
its assumptions and data basis, and ascertain for Congress I 
revi ew of alternat ives the actual pub lic benefits and losses 
t hat wou l d be prod u ced by a d ecis i on to complete d a m 
expend itures and f lood the r e servoi r portion of the Valley . 
Such a review should ref lec t t he e x i s tence of the immediately 
adjacent reservoirs of Melton Hi l l, Fort Loudon , Watts Barr , 
and Chilhowee , in f latwater r ecreation , industrial develop-
ment performan ce , wate r quali t y, agricul ture , etc . 
4. To a n alyze the e xtent to which projected reservoir-
based benef its, i n recreation, i n d ustrial devel opment, flood 
c on t rol, e tc . , could be a chieved by a river-based manage-
ment model as o pposed to a reservoir- based management model . 
Our c ommittee r e ques ts that a s tudy be undertaken to 
e xamine thes e questions and to s upply Congress with a 
thor o ugh analysis o f this issu e. For purposes of ongoing 
c ommunications with your o ff ice, pl ease ~ contact Mr . James 
W. Spens ley, Counsel f or the . Subcommittee on Fisheries and 
Wi l dlife Conserva t i o n a n d the Environment (225- 7307 ), who 
will a c t a s c oord inator f or the Commi t tee on this fact-
finding project. 
/ ~. ~ \\~ l\~I J~1 M. Murp~~ . airman ~ittee o n Merch an t ar~ne and 
Fisheri e s 
Ch a irman 
Subcommi ttee on 
Fisherie s and 
Wi ld l ife Con s ervation 
and the Env ironmen t 
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JIM SASSER 
TIINNUKII: 
WASHINGTON. D.C. 20510 
March 14, 19 7 7 
Honorable Elmer B. Staats 
Comptro ller General o f t he United Sta tes 
Genera l Accounting Office 
Washi ngton, D. C . 20 548 
Dear Mr. Staats : 
APPROPRIA TION S 
BUDGET 
GOVERNMENTAL AFFAI RS 
I wr ite t o support a review by the Gen e ral Accoun ting 
Off ice of the Tell i c o Darn p roj e ct on the Little Tennessee 
Riv e r in Eas t Tennessee . 
The Tennessee Va lley Authority has asserte d t hat the 
d a m is highly importa nt to the prospect.s of industrial 
d e v e lopment in the region. It cites recreational facili-
ties associated wi t h the rese rvoir, benefits of barge trans-
port, power productio n and flood ·control. 
Citizens opposed to the project have asserted that the 
potential bene fi ts are overstated and do not outweigh the 
actual public losses if the valley is flood ed . : They have 
sought revi ew of a l ternative use plans f o r the pro j ect area . 
To assist i n resolving this dilemma, I support a study 
of the fact s by the GAO to determine the real public cos t s 
and benefits associated with the project and the alternatives. 
The s .tudy has been requested by Representatives John M. foJurphy , 
Robert L . Leggett and .Edwin B. Forsythe. 
I hope t hat the study may begin quickly and t hat a report 
will be fo r thcoming soon. 
Senator 
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, _. 'JOHN J. Dl./,NCAN 
ID DlITIItCT, -." 
... RAn&-.. HOUlE ()frplc. BuILD." 
_, ( ......... ~ 202) ZD-!I.I3II 
COUNTIES: 
~ongre" of tf)e ·lJntteb 6tate' 
.ou.eol Btpre.entatibe. 
_lISfJtngton. iI.€:. 20515 
April 26, 1977 
Honorable Elmer B. Staats 
Comptroller General of the United 
States 
General Account~ng Office 
441 G Street 
Washington, D. C. 20S48 
APPENDIX IV 
COMMI1"TEE:S: 
WAYS AND MEANS 
BUDGET 
JOINTCOMMITTEEON 
INTERNAL REVENUE 
TAXATION 
Re: Tellico Dam Reservoir 
Project 
Dear Sir: 
It is my understanding that your office has been oonducting 
an investigation regarding the completion of the above 
captioned project. 
I am sure you are aware of the fact that the project is approx-
imately 99% complete, and that it has received President 
Carter's approval. I also call to your attention the fact 
that funds for the project are contained in the President's 
budget recommendations. 
Shortly after the project was halted by an injunction issued 
by the Sixth Circuit Court of Appeals under the Endangered 
Species Act of 1973, I mailed every resident in Monroe and 
Loudon Counties, Tennessee, the two counties most affected 
by the project, a letter, a copy of which is attached, with 
a question at the bottom concerning the completion of the 
project. From Monroe County, 713 responses were received, 
of which 673 favored the project's completion and 40 did 
not. From Loudon County, I received 939 responses. Of 
these, 864 were for completion and 75 were not. 
In additionato the above survey, a question regarding com-
pletion of the Tellico Project was included on my annual 
questionnaire which was mailed to every household in my 
Congressional district. The overwhelming sentiment for com-
pletion is indicated as follows: 
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COUNTY FOR AGAINST 
.. _-, 
Blount 1700 231 
Campbell 468 2l 
Claiborne 27& 19 
Knox 7890 1343 
Loudon 787 81 
McMinn 522 59 
Monroe 526 32 
Scott 143 22 
Union 119 17 
TO.TALS 12,430 1,825 
All of the above information is available for your inspection. 
Very truly yours, 
JJD/slc 
Enclosure 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT AND BUDGET 
WA~HINGTOH. D.C. 20503 
Mr. Victor L. Lowe 
Director, General Government 
Division 
General Accounting Office 
Washington, D.C. 20548 
Dear Mr. Lowe: 
July 25' ,1917 
This is in response to your request for. our cornrnentsand 
suggestions on your draft report, "The Tellico· Darn . 
Project - A Brief Assessment of Costs, Alternatives anq 
Benefits.'" 
We have reyiewed the subject draft report and have no 
comments or suggestions at this time. 
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United States Department of the Interior 
OFFICE OF THE SECRETARY 
WASHINGTON, D.C. ,20240 
APPENDIX VI 
August 2, 1977 
Mr. Henry Eschwege, Director 
Community and Economic Development Division 
U.S. General Accounting Office 
Washington, D.C. 20548 
Dear Mr. Eschwege: 
We have reviewed the draft report on "The Tellico Dam Project--A Brief 
Assessment of Costs, Alternatives and Benefits, Tennessee Valley Authority" 
and the following confirms oral comments previously given. 
We ' are in general agreement with findings and recommendations of the report. 
References to the snail darter as a "minnow" should be changed to disclose that 
it is a member of the perch family. 
The TVA petition to delist the present critical habitat for the snail 
darter and transfer the remaining fish to locations other than the Little 
Tennessee River was denied on July 6, 1977. 
We confirm the statement on page 30 which says "a scenic riverway would 
more effectively alleviate overcrowding at the park than would a reservoir •• ~." 
The extent to which overcrowding would be reduced is dependent upon the 
land area to be allocated to the various uses, the design of facilities 
to support these uses and ultimately the management of the area. Impacts 
on the Park cannot be quantified until the above variables can be studied 
and specific alternatives developed. Based on information in recent 
regior-.al visitor use studies, sightseeing, picnicking, car.lping, stream-
fishing, horseback riding and boating are favored visitor activities. State 
and Federal planners forecast a 33-fold increase in streamfishing, by 1990, 
in the Smoky Mountain Region. Areas within this region such as the valley 
of the Little Tennessee, capable of accommodating streamfishing and the 
other popular activities should reduce the recreation demand on the Park. 
We believe a river-based recreation area located outside the Park offering 
many experiences comparable to those found in the Park would help encourage 
traffic flow around the Park. Traffic circulation around the Park would 
provide visitors with excellent views of the Park; would provide access 
to existing developments on the edge of the Park; and would provide an 
Save Energy and You Serve America! 
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opportunity for private enterprises to provide visitor facilities outside 
of the Park. 
The National Park Service would be happy to ' assist TVA in assessing 
river-based recreational alternatives along the Little Tennessee. We 
believe a river-ba~ed recreation/cultural complex could offer an attractive 
alternative to the Smokies for many Park visitors. 
We appreciate the opportunity to review and comment on GAO's report and 
look forward to participating in any future studies or actions. 
1;.cert:b-~OIL ~y, E. McicIotto 
Richard R. Rite 
Assistant Secretary 
Policy, Budget, and, Administration 
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TENNESSEE VALLEY AUTHORITY 
KNOXVILLE, TENNESSEE 37902 
Mr. Monte Canfield, Jr., Director 
Energy and Minerals Division 
General Accounting Office 
General Accounting Office Building 
441 G Street 
Washington, D.C. 20548 
Dear Mr . Canfield: 
APPENDIX VII 
Thank you for the opportunity toco~nt on the General Accounting 
Office's revised draft;, report on TVA's Tellico project. Our 
detailed chapter-by;"'chapter comments are enclosed. 
We are disappointed that many of the comments we previously provided 
to GAO were not included in the revised draft report, and we again 
suggest that they beincluaed in the final report in order to provide 
a more balanced presentation of the issues, as well as to correct a 
number of errors and mischaracterizations that remain. As you know, 
during the week of July 11 these comments were submitted to and dis-
cussed with GAO's Atlanta staff. It was our understanding that the 
substance of TVA's comments would be incorporated into the final 
report to balance the presentation of contrary views of the Tellico 
opponents, which had been presented in the earlier draft without 
critical analysis. Many of the corrections and changes agreed to 
as necessary for accuracy and balance have not been included in the 
revised draft. 
Even ~thout the incorporation of our comments, however, we believe 
that the material in the revised draft report does not support GAO's 
primary conclusion that the Tellico benefit-cost analysis should be 
updated to determine whether the virtually completed project should 
be used. The draft expresses concern over the age of the benefit-
cost analysis, certain faults which GAO believes exist in the 
methodology used by TVA in 1968 to estimate some of the benefits, 
and ultimately concludes that GAO is unsure whether the Tellico 
benefits have been understated or overstated. If the present 
issue were whether or not to authorize a new project, those 
concerns would be relevant. The Tellico project, however, is over 
90 percent complete and over $103 million of the estimated 
$116 million total cost has already been invested (as of February 
1977) to achieve the project's benefits. And, although GAO 
questions certain methodology used by TVA in 1968 to value benefits, 
it is apparent that the current value of anyone of the project's 
major benefits more than justifies the relatively small cost 
to complete it. 
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According to GAOlS calculations, some $47 million of public funds 
would be completely wasted if the project is not completed. While 
some public benefit would be recovered from the remaining $56 million 
GAO found that those benefits "probably will not be proportionate ' 
with project costs." In addition, before the "scenic river" develop-
ments which the report suggests be considered in the reanalysis could 
be undertaken, approximately $16 million of new money would have to 
be spent to remove the reservoir related structures and restore the 
project area. To obtain any benefit from the "scenic river" alter-
native for more than a few individuals, substantial additional 
expenditures would be required for public use areas and other 
facilities. 
As the GAO draft report recognizes, the "scenic river" alternatives 
suggested by project opponents are not new. These are the same alter-
natives which have been considered and rejected time and again by 
Congress both before and after Tellico's initial funding. The 
" 'i i " 1 scen c rver a ternatives were also fully examined as a part of 
the 1971 review performed by TVA pursuant to the National Environ-
mental Policy Act and found to be 2 percent of the Tellico benefits. 
Neither passage of time nor technical inaccuracies in some of the 
benefit-cost methodology, even if true, would change the result of 
this analysis. We simply do not think it makes sense to lose ' the 
public benefits from Tellico, waste the nonrecoverable expenditures 
1n the project, and spend an additional $16 million in an effort to 
return the land to the state it was in at the time Congress decided 
that the project should be begun. 
We wish to make clear that TVA would hasten to prepare an updated 
benefit-cost analysis of the Tellico project and its alternatives 
if one were needed or appropriate under the circumstances. We do 
not think one is. Over the last decade, Congress has authorized 
the expenditure of over $100 million to make possible the public 
benefits Tellico will provide. The project has been studied and 
restudied, argued and reargued, and the project has now been 
built and its benefits ready to be enjoyed. Those benefits 
justify its completion now regardless of how they were evaluated 
in 1968 or whether improved benefit-cost methodology can refine 
the precision of their statement. For example, each year the 
project will generate some 200 million kilowatthours of electric-
lty~ presently valued at about $3.5 million. The value of this as 
well as the value of other benefits, such as flood control the 
6,600 new jobs that will be created in an area characteriz;d by 
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poverty and outmigration of young people, navigation, and recreation, 
have obviously changed somewhat over time; but it makes little sense 
to delay their realization simply to recount them. 
In addition, from a national policy standpoint we question the 
desirability of this approach. We believe to require still another 
full-scale review at this time will create an unfortunate precedent 
which might keep every congressional project in a perpetual state of 
uncertainty. Nevertheless, if Congress wishes us to perform another 
benefit- cost analysis, we will gladly undertake it. 
In the event o.ur suggestions are not incorporated into the text of 
the final report, we ask that this letter and the enclosed chapter-
by-chapter comments be included in your report to Congress. 
Sincerely yours, 
~~ 
Lynn Seeber 
General Manager 
Enclosure 
55 
· 1 
APPENDIX VII 
COMMENTS ON REVISED GAO REPORT, 
TELLICO PROJECT 
CHAPTER I 
APPENDIX VII 
This chapter is mainly descriptive; nonetheless sev-
eral errors and omissions should be mentioned. 
1. Petition to de1ist--The report incorrectly refers 
tn several places (pp. ii, 6(a» to two TVA petitions to de1ist 
the Little Tennessee River as the critical habitat of the snail 
darter. As we pointed out to GAO on several occasions, only 
one petition has been filed. Because the Fish and Wildlife 
S~rvice had not acted on TVA's February 28 petition, TVA sent a 
fo110wup letter to the Service on June 30, 1977. The petition 
has still neither been acknowledged nor acted upon. The peti-
tion was filed because biologists now generally agree that the 
Little Tennessee River, with the dam structures in place, can-
not support a natural viable population of snail darters. In 
contrast, the Hiwassee River, where 700 fish were transplanted, 
apparently will support a snail darter population, and the cur-
rent snail darter population in the Hiwassee is several times 
as large as the one in the Little Tennessee River. 
2. NEPA lawsuit--In the earlier Tellico litigation 
brought under the National Environmental Policy Act (NEPA) by 
environmentalists and one affected landowner (rather than 
"affected landowners" as indicated by GAO (p. 3», the loss of 
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one or more rare or endangered species of fish and the develop-
ment of a scenic river alternative to the Tellico project were 
expressly considered, and the adequacy of TVA's EIS was upheld 
by the courts. 
3. What is TESC?--The Tennessee Endangered Species 
Committee (TESC) is referred to throughout the report without 
identifying the group. It is a Knoxville area organization of 
about 100 current members, mainly students or recent grad-
uates of The University of Tennessee, who oppose the Tellico 
project. Moreover, it was three individuals (two law profes-
sors and a law student), and not "a group of scienli.sts and 
environmentalists" (p. 4), who originally filed the snail ~ 
darter suit. 
CHAPTER II 
Although we do not fully agree with GAO's conclusion 
i:l. Chapter II, that chapter does contain an objective analysis 
and assessment of the nonrecoverable costs if the Tellico proj-
ect is not completed and used. One significant error should be 
corrected, however . 
Site restoration--With regard to site restoration if 
the Tellico project is scrapped, the report (p. 14) suggests 
that "a portion of the earthen dam" could be removed "without 
great.expense" but fails to point out the dangers involved. As 
we informed the GAO investigating team, · partial removal of the 
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earthen section of the dam would not only cause periodic flood-
ing behind the dam but, upon such f,looding, would also create 
the probability of the failure of the remainder of the earthen 
section of the dam, with the consequent downstream damage to 
life and property, as well as the heavy sedimentation of the 
Tennessee River. Safe engineering practices would not permit 
the suggested partial removal of the earthen dam. 
CHAPTER III 
The discussion of alternatives in Chapter III is per-
haps the most unbalanced presentation in the report. GAO 
reports the Tellico opposition proposals without any scrutiny 
of or challenge to the unrealistic cost estimates or claims 
=ade to support them. The report, in many instances, either 
f::;.:'ls to incorporate or distorts TVA's views on a number of 
issues, including archaeology, recreation, and agriculture. 
1. Early alternatives--The discussion (beginning 
on p. 21) of the early consideration of alternatives is incom-
plete. It fails to mention that the Tellico Dam, as an exten-
sion of the Fort Loudoun project, has been planned as a part of 
the overall Tennessee River control system since the early 
1940's. Indeed, the Fort Loudoun turbines were sized and built 
to accommodate the diversion of the Little Tennessee River flow. 
Congress first funded the project in 1942, but due to ' war mate-
rial priorities, work ~.,as halted. Since, historically, a 
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principal design feature of Tellico was to provide a navigable 
canal between the existing Fort Loudoun Reservoir and the new 
reservoir which would provide additional navigation and hydro-
electric power benefits without the cost of' building a lock or 
adding generating facilities, the discussion of physical alter-
natives in the 1963 planning report was limited to dam design 
and site alternatives. 
2. TVA's position on the need to reconsider alterna-
tives--The report states that TVA "h~s not updated the scenic 
stream benefit-cost analysis or studied new alternatives lt (p. 24), 
but fails to include the following statement which was submitted 
to the investigating team: 
It is TVA's position that the question of 
the need for the project and the best use 
of the river has been fully debated in Con-
gress, beginning in 1965 and 1966 when both' 
project opponents and proponents expressed 
their views in hearings be{oce both the 
House an~ Senate Appropriations Committees; 
that prOject alternatives were fully ex-
plored in the Tellico final EIS which was 
provided to Congress and approved by the 
courts i~ the NEPA.litigation; that Congress 
has reta~ned overs~ght of the project and 
has carefully analyzed it yearly; an~~ that 
Congress, with full knowledge of the project 
and the snail darter situation, has directed 
TVA to complete the project "as promptly as 
possible in the public interest." The ,proj-
ect is now virtually completed and has been 
ready for ~losur~ and use since January 4, 
1977. It ~s TVA s feeling that the public 
s~ould be allowed to receive project bene-
f~ts for which over $103 million in public 
funds has been invested to achieve. 
In addition, the proposed scenic river alternative, which 
forms the heart of all the Telli,co opposition proposals, was 
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analyzed by TVA in 1971 as a part of the Tellico review under 
the National Envir onmental Policy Act and found to provide a 
level of benefi ts equal to 2 percent of the Tellico project 
benefits. Time has not changed this basic. point . 
3. Recreation--(a) The national park- -The report in-
cludes a statemen t that Smoky Mountains National Park officials 
think that a sceni c stream would more effectively alleviate 
overcrowding at the park than would a reservoir (p. 30) . This 
is in sharp contrast to the statement of Vincent Ellis, ~ormer 
Superintenden t of the Smoky Mountains National Park . After 
reviewing the Te l lico Reservoir Recreation plan , Mr . Ellis 
stated in a letter to TVA dated April 3, 1972: 
This wide variety of recreational facili-
ties adjacent to a sizable water impound-
men t seems to be a well-conceived plan. 
I t s c lose proximity to the Great Smoky 
Mountains National Park would offer an 
oppor t unity to spread the area visitor 
use and perhaps relieve some of the con-
gestion currently being experience '; . 
(b) Balanced presentation of the recreation issue - -
TVA's views on the desirability of the reservoir from a recrea-
tion standpoint were provided to the GAO investigators , but 
were not included in the report (p. 30). In summary, we pointed 
out: 
Even if one l ooks solely at the question of 
recreation, we believe that a comparison of 
the relat i ve merits of the river without a 
reservoir with t he Tellico Lake tips deci-
sively in f avor of the project. Tellico 
Lake , which wi l l be nestled among the moun-
tains between the Smoky Mountains and the 
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~herokee Nat~on~l Forest--together compris-
l.t;g over a ~:llll.on. acres of primitive pub-
ll.c land (wl.thout l,ncluding the extensive 
adjoining Pisgah, Nantaha1a, Chattahooche~, 
and Jefferson National Forests)--wi11 have 
a spectacular beauty and recreational 
appeal which will attract as many as two 
mil1i~n visitors annually, far more than 
the rl.ver could possibly support if developed 
only as a scenic river. The Tellico Lake 
will have only minimum winter drawdown and 
will h~ve over.30~ miles of highly usable 
shorell.ne perml.ttl.ng extensive use for recre-
a~iot; , ~uch a~ ~oating, fishing, camping, 
pl.cnl.ckl.ng. hl.kl.ng, s\vimming, and other out-
door activities. Major historical sites are 
being reconstructed or restored for use in 
State-operatpdhistoricalparks within the 
project area. The lake and developments 
. along its shorelines would expand recrea-
~ional opportunities presently being offered 
l.n .the area and help alleviate high use 
pressure s in the park. 
TVA also believes that the conversion from 
a river to a lake will have very little 
effect on river recreation diversity in the 
area. The Little Tennessee River, as a 
canoe str7am, has.a number of counterparts 
nea.J.:by whl.ch axe l.ts equal or superior. 
The Hiwassee is considered far superior· 
and the Holston below Cherokee Lake, th~ 
French.Broad above and below Douglas Lake, 
the Cll.nch below Norris, and the Uolichucky, 
all are at least its equal. The greater 
amount of trout fishing which occurs in the 
Little Tennes'see waters takes place on the 
upper reaches of two of its tributaries 
Tellico River and Citico Creek, which will 
not be affected by the project. Present 
trout fishing on the main stream occurs 
primarily on the upper 8 to 10 miles. This 
will be reduced to the upper 3 or 4 miles 
where trout fishing will still be possible 
on a put-and-take basis as at present. 
Contrary to the TESC statement in the 
repor t that trout from the river "regularly 
range from to five to twelve pounds" TVA's 
studies indicate that the average l~ngth 
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of a brown trout caught in the Little Ten-
nessee is about 10 inches. In addition, 
opportunities for fishing of other types 
would be enormously increased through the 
creation of Tellico Lake. Finally, the 
availability of unimpounded streams will 
only be minimally affected since ·impound-
ments on tributary streams having a drain-
age area of over 25 square miles occupy 
less than 15 percent of the original river 
miles. 
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4. Cultural values--Here the report (pp. 31-34) 
appears to intentionally create the impression that TVA has not 
fully considered archaeological and historical values in design-
ing and carrying out the Tellico project. TVA's detailed com-
6ents on the site development proposals of project opponents 
are not included in the report. We think they are absolutely 
n ecessary for a balanced picture. A copy of those comments are 
therefore attached as an exhibit. Additional comments on the 
cui t'Ural value section which Ttlere exc:!.'_Lded in the reyised rep::>rt 
aTe summarized below: 
From the outset TVA recognized the histor-
ical and archaeological values of the 
Little Tennessee River Valley and has 
undertaken in cooperation with the National 
Park Service, The Univers5.ty of Tennessee, 
and others, an orde+ly and extensive pro-
gram of survey and investIgation of the 
archaeological resources in the project 
area, extending over a period of 10 years. 
The major archaeological and historical 
sites have been excavated, and three are 
being developed at substantial expense to 
accommodat e the reservoir setting. The 
entire archaeological program hap been 
reviewe d an d approved at regular inter-
vals by TVA ' s Boa rd of Archaeological 
Consultants, made up of nationally re-
nowned archaeologists, including 
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Dr. J . O. Brew, Peabody Professor Emeritus 
of Archaeology at Harvard University and 
former Chairman of the Secretary of the 
Interior's Committee on Recovery of Archae-
o l ogical Remains; Dr. John M. Corbett, 
former Chief Archaeologist of the National 
Park Service, who, after his death, was 
replaced by Dr . Stewart Struever of North-
western University; and Dr. Robert L . 
Stevenson , former Chief of River Basin Sur~ 
veys for the Smithsonian Institute. 
The great wealth of information and mate-
rial that has been recovered has provided 
important knowledge of the several pre-
historic cultures and also the historic 
Cherokee presence in the Valley. Much of . 
this material and information would hav~ 
been unavailable with the land in private 
ownership and would otherwise have bee:a 
lost or destroyed through flooding, ero-
sion, cultivation, and looting . Representa-
tive collections are being made available 
to the Cherokee Nation and the Eastern Band 
of Cherokees. Based upon the unanimous 
report of a committee appointed by the prin-
cipal Chief of the Cherokee Nation, TVA was 
commended for the archaeological work be-
ing conductec1. 
Funding for the recovery effort is be-
lieved to constitute the largest expendi-
ture on archaeological investigation, sur-
vey, and salvage made on a reservoir 
project anywhere in the United States. 
TVA's preservation of the Chota townhouse 
site and its ongoing restoration of Fort 
Loudoun and the Tellico Blockhouse in a 
lake setting have the formal approval of 
the Advisory Council on Historic Preserva-
tion. The Bowman House and the fofcGhee . 
Hans ion , both National Register properties, 
have been acquired and are available to 
responsible historical groups for restora-
tion . TVA regards these developments, 
plus its plans for the Citico and Bat 
Creek interpretive centers, as constitut-
ing significant preservation of the most 
important historic and archaeological 
sites in the project area. 
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6. ~riculture--This is one of the more glaring exam-
ples of the lack of balance and accuracy in this report. Not 
only is the TESC farm productivity story reported (pp. 34-35) 
u~challenged and even unexamined by GAO, TVA ' s position is not 
fully reported, and to the extent that it is reported at all, 
it is reported incorrectly. 
The report acknowledges that in 1964 farm agricul-
tural production on project property was $1.9 million . It 
goes on to say that "TESC estimates annual yields of $17 mil-
lion at 1973 prices," but that TVA "estimates that annual 
yields would not yield more than about $6.4 annually." \vhat 
TVA actually said was: 
TVA's 1964 analysis, which was based on a 
survey of project area farmers and the 
agricultural census, estimated agricultural 
sales in the 38,OOO-acre project area as 
yielding $1.9 million, with only 160 acres 
of lancl in the Pederal soilban~< . Much of 
the income was from dairy sales, a high 
income product. If the analysis were up-
dated using 1974 U.S. agricultural census 
data and factoring in present area farming 
changes, estimated sales would be approxi-
mately $3.7 million. While TVA is not 
privy to the details of the Tellico oppo-
nents agricultural analysis ... the $17 
million figure is totally out of line. 
Even assuming that all of the 25,500 
acres of Class I-III farmland were placed 
into produc tion- -a highly unlikely circum-
stance since some of the land was devoted 
to roads, outbuildings, fences, or left 
with trees---and assuming that intensive 
farming methods were used, su~h as double 
cropping wheat or barley with Soybeans, 
such land would yield about $253/acre, 
according to University of Tennessee's 
1974 Farm Planning Manual, an officially 
64 
• 
APPENDIX VII APPENDIX VII 
recognized source for'the state. Even with 
such generous assumptions, the annual yield 
would be about $6.4 million and not the $17 
million indicated. That higher figure 
would require farm production yields of 
over $660/acre for every Class I-III acre 
in the project area. A more realistic 
evaluation would recognize that some acre-
age would not be farmed, that double-cropping 
is not recommended for this area by the 
Tennessee Extension Service, and that Class 
III lands cannot be used for crops repeat-
edly year after year. 
T~e report also failed to include the following information 
which was provided by TVA: · 
Based on TVA's evaluation at the time of the 
environmental statement, farming on what is 
now Tellico project lands accounted for less 
than 15 percent of the agricultural produc-
tion in the three-county area and employed 
about 183 farmers. These losses, while sig-
nificant, are considered acceptable in 
light of the estimated 6,600 industrial and 
trades and services jobs that will be 
created as the reservoir's industrial poten-
tial is developed, and in light of the pres-
ent lack of employment opportunities which 
has caused outmigration of many of the young 
people from the area . 
CHAPTER IV 
TVA's comments previously provided to the GAO, in our 
opinion, amply demonstrate that the basic benefit analysis for 
Tellico was and remains sound, and that most of the so-called 
technical flaws in methodology cited in the report do not exist. 
The state of the forecasting arts has improved since 1968, but 
the refinement of earlier forecasts .would not significantly 
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change the results , and, in the ' meantime, the benefits from a 
virtually completed project are being foregone. The 1968 econ -
omic analysis for Tellico was reexamined in 1971 in connection 
with the NEPA review. All of Volume III of the Tellico EIS is 
devoted to the benefit-cost analysis. It contains a cri t ical 
analysis prepared by opponents of the project of both the gen-
eral approach and the specific dollar value estimates used by 
TVA in calculating project benefits and TVA's discussion and 
rebuttal of the major points raised by the critical analysis. 
I~ approving TVA's final EIS as adequate under NEPA, the dis-
trict court was highly complimentary of TVA's economic analy-
sis, saying: "He can scarcely imagine a more satisfactory dis-
closure than that contained in final statement." 
The discussion of specific primary benefits follows: 
l. Recreation--On pages 38-39 of the report, GAO 
nOLes that TVA calculated Lhe number of recreation visits to 
Tellico based on an average from other reservoirs . The report 
Lhen questions the use of average figures which do not take 
inTO consideration factors such as water quality, shoreline 
development, public access, and proximity to population cen-
ters. \{hat the report does not say, however, is that each of 
these factors weigh in favor of the Tellico project . TVA pro-
vided the following information which was not included in the 
report: 
[T]he Tellico Reservoir, because of its 
proximity to the heavily used Smoky 
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Mountains National Park and the Cherokee 
Na t i onal Forest, its rel a tively small 
water level fluc t uation an d good water 
quality , its scenic natural setting, good 
t ransportat ion a ccess (1-75, U.S. Highways 
11 an d 411 ) , t he ex t ensive development of 
historical and a r chaeological sites and . 
attractions along the reservoir, the pub-
lic control of t he shoreline with provi-
sion for many points of access, can prop-
erly be expected to be one of the more 
popular recreational reservoirs in the 
Valley . . 
TVA also points out that its earlier 
analyses applied the existing sta~e-of-the­
art projection techniques, and wh~le depend-
ent upon professional judgment, produced 
reasonable results. Independent estimates 
of Tellico visits by Economic Research 
Associates in 1971 (1.5 million by 1980 
and 2.1 million by 1995) substantiate the 
general range of r ecreation visits TVA 
projected for Tellico. 
~ile criticizing TVA for not making allowances in its estimate 
, 
for ~ecreation visits that would represent transfer from other 
T€secvoirs to Tellico (p . 40), the report fails to incorporate 
'TVA'S position which was stated to GAO as follows: 
TVA does not consider recreation trans-
fers a problem for the Tellico visita-
tion/benefit analysis because demand for 
such recreation generally exceeds supply, 
and the reservoir will be available to 
relieve pressures on the heavily used 
national park. According to the most cur-
rent published information, a supply demand 
analysis conducted by a private research 
firm,' Midwest Research Institute, for the 
1969 Tennessee Statewide Comprehensive Out-
door Recreation Plan, the capacity of exist-
ing reservoirs in the southeast Tennessee 
region will not be nearly sufficient to 
accommodate the future regional demand for 
lake-oriented recreation activities. While 
these research results were not available 
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at the time of the 1968 benefit-cost 
analysis, the results indicate that without 
this project the potential demand for lake 
fishing opportunities alone would require 
an additional 754,000 acres of water by 
1980. Even with the project, 738,000 more 
acres of water would be needed to satisfy 
fishing demand by 1980 and over 1,000,000 
acres by the year 2000. Given a demand 
situation that far outstrips the capacity 
of the existing supply, the transfer ques-
tion is not relevant. 
2. Shoreline development--On pages 40-42, GAO ques-
tions the estimated value of this benefit on the grounds that 
(a) 1,000 tir.res appeared to GAO to be counted in both the 
shoreline and recreation categories; (b) some navigation bene-
fits may be included in the value of the shoreline benefit; 
and (c) the sales price of the land in this benefit may im-
properly include improvements by the buyer. TVA's position on 
e~h of these questions was previously provided to GAO as fol-
low;; : 
(a) The 1,000 acres was not double counted: 
[T]he recreation benefit does not include 
visits to a I,OOO-acre state park. When 
the shoreline development and recreation 
benefits were estimated, discussions were 
being held with the State of Tennessee con-
cerning their interests in developing a 
state park on the 1,000 acres of land. 
Later, at the time the benefit-cost analy- , 
sis was prepared, the State had still not 
made a commitment for the park. The Land 
Branch in computing shoreline development 
benefits did not include the 1,000 acres 
because it assumed the land would be 
reserved for a state park, while the 
Recreation Branch assumed no state park 
would be developed. This discrepancy was 
68 
APPENDIX VII 
corrected in preparing the final analysis 
by adding the 1,000 acres to the shore-
line development benefits. 
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(b) The navigation benefits claimed ,by TVA are not 
part of the shoreline development benefit: 
TVA agrees with GAO that the addition of 
navigability, as well as other project 
features such as consolidation of land 
ownership, industrial zoning, creation of 
a local port authority, etc., enhances 
land values beyond its value as agricul-
tural land; however, thi s benefl,t is 
captured ONLY under the shoreline develop-
ment category and is not coUnted a second 
time under Navigation. Navigation bene-
fits are based on savings on the shipment 
of materials and products after the entre-
preneur invests capital to produce a prod-
uct. Future savings in transportation 
costs over a 50-year period are not capi-
talized and included in the price an 
industry is willing to pay for the land. 
The reason for this is that substantial 
uncertainty exists as to the size of the 
actual savings and the ability of the 
firm to retain them in a competitive mar-
ket. 
(c) The calculated benefit did not claim the value' 
resulting from development investment by the purchaser (or the 
~ffects of inflation): 
In reality, the schedule of prices used 
in developing the shoreline benefits was 
compiled from a ' market study of compar-
able areas located on Fort Loudoun and 
Wat ts Bar Reservoirs. The s'chedules 
reflect prices for raw, undeveloped lands 
on sales during the resp~ctive 18 and 23 
years of experience on these two reser-
voirs, adjusted to constant value price 
levels to eliminate the effects of infla-
tion . 
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3. Flood cohtrol--GAO questioned the methodology TVA 
used in calculating this benefit, stating that an incremental 
analysis would be more appropriate (pp . 42-43). As we informed 
GAO, TVA considers the flood storage values used for the Tellico 
analysis appropriate because : 
(1) impoundment of the lower Little 
Tennessee River is considered part of the 
overall system f l ood cont"rQl plan pre-
sented to Congress in 1936 pursuant to the 
requirements of Section 4(j) of the TVA 
Act; (2) the project is strategically 
located to provide needei flood protection 
to the city of Chattanooga, the most vul-
nerable locality in the Valley; and (3) 
the interconnecting canal between Fort 
Loudoun and Tellico Reservoirs provides 
system flexibility . beyond the construc-
tion of a single reservoir by allowing the 
interchange of storage capacity to help 
control uneven distribution of storm run-
off. An example of the project's flood 
control behefits is illustrated by the 
floodwhic:h occurred in Harch 1973. This 
flood was centered over the area downstream 
f~om the la~ge tribu~ary area reservoirs 
and caused damages estimated at about $35 
million at Chattanooga. If the Tellico 
project had been completed at this time, 
the damages would have been reduced by 
approximately $15 million. 
AS previously pointed out, the approach used by TVA is consist-
en::: io.1 ith Senate Document No. 97 which contains 
allowances for intangibles which 
are not reflected in the tangible bene-
fits and economic costs and thus justi-
fies departure from maximization of net 
benefits . It states in part that "a 
higher degree of flood protection, partic-
ularly in urban areas, than is feasible 
on the basis of tangible benefits alone 
may be justified in consideration of the 
threat to lives, health, and general 
security posed by larger floods . " 
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4. Navigation--The GAO report (pp. 44-44a) takes 
issue with the methodology and data base used by TVA in 1968 to 
calculate this benefit and renews its speculation of double 
counting of the shoreline and navigation benefit. 
The 44 firms selected by TVA for the 1968 economic 
analysis included some that were actually using water transpor'-
tation and realizing direct savings from navigation; it also 
included some firms which had access barge transportation, but 
at the time of the study had decided to take advantar,e of water-
competitive rail rates. These additional savings r~lated to 
navigation development were not included in the benefit level 
derived for Tellico; however, their existence provided the 
basis for including all 44 firms in the sample. Indeed, this 
aata base ten ds to underestimate the savings per acre for firms 
:'1s"i.rrg water transportation. The methodology issue is moot, how-
f:,,-er-. 2S TVA in 1971 actually performed the specific industry-
type analysis GAO prefers. As we reported to GAO: 
The analysis selected two different indus-
trial complexes whose growth trends and 
location requirements indicated they would 
find Tellico sites suitable to their needs. 
Tons of bargeable commodities related to 
each complex were estimated and the results 
in both cases indicated the transportation 
savings exceeded the savings derived in 
1968 analysis, substantiating its reason-
ableness . A detailed discussion of this 
analysis is contained in Volume III of the 
Tellico EIS (pages 111-3-20 to 11I-3-21). 
The second point, the question of the double counting of naviga-
tion savings (with shoreline development), has already been 
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addressed . The calculated navigation benefit estimates the 
~portation savings on raw materials and products shipped by 
\va t er , after t he sale of Tellico land and the development of 
private industri a l f aci lities have been comp leted . As TVA i n -
f e rmed GAO, the calculated sho r eline benefi t would include t he 
value of these navigation benefits on ly i f the lan d were so l d 
at a price 
. . . that includes the future stream of 
transportation savings that could be 
attained by the buyer and retained by him . 
. . . [I]n actua lity this price is never 
paid by indust Ti es because uf the uncer-
tainty as to tl :e size of the savings and 
whether competitors will permit their 
retention; in addition , such an advance 
payoent nullifies the location advantage. 
S . POiver--While raising some collateral questions on 
this issue (p . 45), GAO concedes the power benefit . Indeed, thE 
200 million kilowatt-hours of clean hydroelectric energy that 
wil l be produced by Tellico in an average year has a current 
annual value of about $3.5 million. 
6 . Fish and Wilcilife--The transfer issue has already 
been addressed under the recreation heading . GAO also ques -
Lio~ed TVA's selection of the nonreservoir fishing value in 
deriving the calculated benefit (p . 47) . We believe the value 
used was justified and we reaffirm the statement provided to 
GAO: 
[T]he trout fishing value of $2 used was 
a midrange value under the Interim Guide-
lines, which provided a value of $1 to $3 
for cold water and bass fishing . . . . 
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Supplement No. 1 t o Senate Document 97 
regrouped all f i shing under two headings: 
lake fishing under General Recre?tion with 
a value of ~0.50 to $1.50, and trout fish-
ing under Specialized Recreation with a 
value of $2 to $6, leaving the select i on 
of value to the professional judgment and 
discretion of the evaluator. Consider-
ing the criteria and examples given for 
specialized recreation, and the art i fi c i al-
ity of the trout fishing situation in the 
Little Tennessee River (~, abs olute 
river flow control which varies with r e -
leases from Chilhowee Dam from 1,350 t o 
11,000 cubic· feet per second, maintenance 
of the trout population by continuous 
stocking, the proximity of 1,200 miles 
of natural trout waters in east Tennes see 
and the seasonal influx of warm wa ter 
sport fishes, such as sauger and white 
bass from Watts Bar Reservoir) TVA biol-
ogists consider the $2 per trip value for . 
trout fishing justified. This is sup-
ported by a 1964-65 fishing survey of 
Little Tennessee River fishing, which 
determined that the average per angler 
out-of-pocket expense per trip was $2.41 
before netting out expenses of providing 
the fishing opportunity. In 1964-65, 
the cost of stocking trout in the . Little 
Tennessee was . calculated to be $58,000. 
This cost would have reduced the trout 
fishing benefit calculated and continues 
to be a substantial annual cost. 
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6. Water supply--Whi1e GAO initially raised two Clues-
tions on this point, it ~pparently now acknowledges t ha t the 
comprehensive land use planning will assure tha t a dequa t e indus-
trial acreage is available to realize this benefit. The report 
(at p. 48) still questions the dollar value of the benefit, how-
ever. In support of its position, GAO misuses the values in 
TVA's 1971 analysis , which actually confirms the reasonableness 
of the originally calculated benefit. As we reporte d to GAq, 
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that analysis used 13 industrial plants from different cate-
gories that were potential candidates for the Tellico area. 
For the purpose of the 1971 study, a range of 70 to 150 million 
gallons per day at different pumping heads were selected (the 
firE,s selected for the sample were using an average of about 
110 million gallons per~). The corresponding range of aver-
age annual benefits derived from the analysis was $24,000 to 
$80,000 (in 1968 dollars), which in our view substantiates the 
reasonableness of TVA's earlier $70,000 ben~fit estimate. GAO, 
however, ienored the differences in the two studies and erron-~----~~~~~~~~---
eously compares the 70 million gallons per day water use rate 
in the t\,·o studies to support its position . 
The Tellico benefit-cost analysis, prepared in accord-
allce v:-it:h Senate Document 97, properly included the substantial 
seCO:lG.ary benefits in the form of new jobs and economic oppor-
tunit:ies that the project will create. Hhile the GAO report 
~cknowledged (p. 37) that the enhanced employment opportunities 
raised the annual benefits from Tellico by $3,650,000 (ii'" 1968 
dollars) and the benefit-cost ratio computed by TVA to 3.0 to 
1, the secondary benefits are not discussed further. 
TVA believes that these job opportunities are the 
heart of the project, improving the quality o f life in an area 
now characterized by unemployment, low incomes, and the out-
migration of young people. TVA estimates that 4,000 basic 
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industrial jobs and 2,600 trades and services jobs will be 
created along the reservoir over a 25-year development period. 
By comparison, less than 200 families made a living farming 
this land before it was acquired for the project. 
New jobs are clearly needed. Monroe County, in which 
about half of the project is located, currently has a per cap-
ita income of only 56 percent of the national figure. Morethan 
26 percent of its families have income below the poverty level 
and its current unemployment rate exceeds 12 percent. The 
three-county area affected by the project had more than 3,300 
people on the unemployment rolls in 1976. Moreover, it should 
be no ted that TVA's estimates of industrial development at 
Tellico are fully supported by independent consultants' studies 
performed by The Fantus Company and the Real Estate Research 
CorForation in 1972. 
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t i o n  o r  n o n c o m p l e t i o n  o f  t h e  p r o j e c t  w i l l  h a v e  n o  
e f f e c t  o n  a n y  p o s s i b l e  d e v e l o p m e n t  a t  t h i s  s i t e .  
H o w e v e r ,  i t  i s  p r o b a b l y  o n  l a n d  a l r e a d y  a c q u i r e d  
f o r  t h e  p r o j e c t .  T V A  p l a n s  a  r e c r e a t i o n a l  a r e a  i n  
t h e  v i c i n i t y ,  b u t  w i l l  s e e  t h a t  n o  h i s t o r i c  r e m a i n s  
a r e  d e s t r o y e d .  
L a t e  p r e h i s t o r i c  m o u n d  h a s  b e e n  e x c a v a t e d  a n d  t h e  
a s s o c i a t e d  a s p e c t s  o f  t h e  s i t e  e x t e n s i v e l y  i n v e s -
t i g a t e d  b y  U T .  S i n c e  t h e  w o r k  h a s  s t o p p e d ,  p o t  
h u n t e r s  h a v e  d e s t r o y e d  m o s t  o f  t h e  l a t e  p r e h i s t o r i c  
r e m a i n s  o f  t h e  s i t e .  T h e  C h e r o k e e  p o r t i o n  o f  t h e  
s i t e  h a s  a l s o  b e e n  v a n d a l i z e d ,  b u t  t o  a  l e s s e r  
d e g r e e .  T V A  p l a n s  a n  i n t e r p r e t i v e  c e n t e r  n e a r  t h e  s i t e .  
T V A  h a s  c o n s t r u c t e d  a n  e x t e n s i v e  f i l l  a b o v e  t h e  
o r i g i n a l  t o w n h o u s e  s i t e  a n d  c o n n e c t e d  i t  t o  l a n d  
a b o v e  t h e  p r o p o s e d  r e s e r v o i r  p o o l  l e v e l  b y  a n  
e a r t h  f i l l  a n d  r i p  r a p  c a u s e w a y .  T h e  s i t e  h a s  
b e e n  r e a d i e d  f o r  a  l a k e  s e t t i n g  a n d  a  " r e c o n -
s t r u c t e d  v i l l a g e "  o n  t h e  o r i g i n a l  g r o u n d  l e v e l  
w o u l d  n o t  n o w  b e  p o s s i b l e  w i t h o u t  r e m o v a l  o f  t h e  
f i l l  a n d  c a u s e w a y .  
T h e  r e f e r e n c e d  " T e m p l e  M o u n d "  n o  l o n g e r  e x i s t s  
s i n c e  i t  w a s  c o m p l e t e l y  e x c a v a t e d  t o  b e l o w  
g r o u n d  l e v e l  b y  U T .  T h i s  w a s  p a r t  o f  a  l a r g e  
p r e h i s t o r i c  I n d i a n  s e t t l e m e n t  o f  t h e  D a l l a s  
p h a s e  o f  t h e  M i s S i s s i p p i a n  p e r i o d ,  a n d  t h e  
s u r r o u n d i n g  v i l l a g e  a r e a  w a s  a l s o  e x t e n s i v e l y  
i n v e s t i g a t e d  b y  U T .  A n o t h e r  e l e m e n t  o f  T o q u a  
i s  a  l a r g e  h i s t o r i c  C h e r o k e e  v i l l a g e  w h e r e  t h e  
l o c a t i o n s  o f  t w o  t o w n h o u s e s  w e r e  i d e n t i f i e d  b y  
U T  a r c h a e o l o g i s t s ,  a l t h o u g h  o n l y  o n e  s u c h  
p u b l i c  b u i l d i n g  w a s  i n d i c a t e d  o n  e a r l y  m a p s .  
T V A ' s  C o m m e n t s  
T h e  d e s c r i p t i o n  a s  t h e  " b i r t h p l a c e  o f  S e q u o y a h "  
i s  i n c o r r e c t .  S e q u o y a h  w a s  b o r n  a t  T u s k e g e e ,  
t h e  s i t e  o f  w h i c h  i s  o n l y  g e n e r a l l y  ~own 
d e s p i t e  e x t e n s i v e  s e a r c h  a n d  t e s t i n g .  U T  
a r c h a e o l o g i s t s  d e t e r m i n e d  t h e  f o r m e r  l o c a t i o n  
o f  t h e  t o w n h o u s e  a t  T o m o t l e y  a n d  r e c o v e r e d  
b o t h  C h e r o k e e  a n d  p r e h i s t o r i c  D a l l a s  m a t e r i a l  
f r o m  t h e  s i t e .  
T h e  o r i g i n a l  s i t e  · · o f  F o r t  L o u d o u n  h a s  b e e n  
r a i s e d  a n d  t h e  r e c o n s t r u c t i o n  p l a n n e d  f o r  a  l a k e  
s e t t i n g .  I t  w o u l d  b e  u n s u i t a b l e  f o r  p u b l i c  d i s p l a y  
i n  i t s  p r e s e n t  f o r m  a n d  e l e v a t i o n  u n l e s s  s u r r o u n d e d  
· b y  w a t e r .  
T h e  c o r r e c t  d a t e s  f o r  t h e  B l o c k h o u s e  we r e  1 7 9 4 - 1 8 0 7 .  
T V A  h a s  a p p l i e d  p r o t e c t i o n  t o  t h e  l o w e r  p o r t i o n  i n  
a n t i c i p a t i o n  o f  i m p o u n d m e n t  o f  T e l l i c o  L a k e .  T h i s  
w o u l d  b e  i n a p p r o p r i a t e  w i t h o u t  a  l a k e  s e t t i n g .  
D e s c r i b e d  a s  a  " m i l i t i a  b l o c k h o u s e , "  T e l l i c o  v a s  
m a n n e d  b y  m i l i t i a  f o r  t w o  y e a r s  o n l y  a n d  t h e r e a f t e r  
w a s  g a r r i s o n e d  b y  r e g u l a r  t r o o p s  o f  t h e  U n i t e d  S t a t e s  
A r m y .  I t s  s i g n i f i c a n c e  w a s  n o t  t h a t  o f  a  m i l i t a r y  
o u t p o s t ,  b u t  a s  a  p a r t  o f  S e c r e t a r y  o f  W a r  H e n r y  
.  K n o x ' s  f a c t o r y  s y s t e m  o f  t r a d e  w i t h  a n d  c i v i l i z i n g  
.o f  t h e  I n d i a n s .  
T h i s  s i t e  i s  o u t s i d e  t h e  T e l l i c o  p r o j e c t  a r e a ,  a n d  
c o m p l e t i o n  o r  n o n c o m p l e t i o n  o f  t h e  projec~ d o e s  n o t  
a f f e c t  i t .  H o w e v e r ,  t h e  a c t u a l  s i t e  h a s  b e e n  d a m a g e d  
o r  d e s t r o y e d  b y  t h e  S t a t e ' s  c o n s t r u c t i o n  o f  U . S .  
H i g h w a y  4 1 1  m a n y  y e a r s  a g o ,  a n d  b y  t h e  l a t e r  
e r e c t i o n  o f  a  b r a n c h  b a n k  a n d  p a r k i n g  l o t .  
T h e  m a j o r  p o r t i o n s  o f  t h e  s i t e  o f  t h e  f o r m e r  C h e r o k e e  
v i l l a g e  o f  M i a l o q u o  w e r e  d e s t r o y e d  b y  t h e  B o w a t e r s  
S o u t h e r n  P a p e r  C o m p a n y  t h r o u g h  l a n d  p l a n n i n g  a n d  o t b e r  _  
c o n s t r u c t i o n  a c t i v i t i e s  i n  c o n n e c t i o n  w i t h  i t s  R o s e  .  
· I s l a n d  n u r s e r i e s .  T h e  p r i n c i p a l  a r c h a e o l o g i c a l  
i m p o r t a n c e  o f  t h e  a r e a  w a s  t h e  e a r l y  a r c h a i c  s i t e  
e x c a v a t e d  b y  T h e  U n i v e r s i t y  o f  T e n n e s s e e  o n  t h e  
· · n o r t h e r n  t i p  o f  t h e  i s l a n d  f r o m  w h i c h  m a t e r i a l  d a t i n g  
t o  7 2 0 0  B . C .  w a s  r e c o v e r e d .  .  .  
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APPENDIX VIII APPENDIX VIII 
APPRAISAL OF TVA COMMENTS 
On July 8, 1977, an advance copy of our report was sent 
to TVA for comments and suggestions. In response, TVA 
provided lengthy comments and suggested revisions. Some of 
the comments were useful for making corrections and for pro-
viding greater clarity and balance throughout the report. 
Many other comments, however, were either contradictory with 
previous information received from TVA or other sources, 
irrelevant to the issue at hand, or pertained to areas out 
of the scope of our review as agreed with the House Committee 
on Merchant Marine and Fisheries. 
After carefully considering each of TVA's comments, we 
made revisions to the report where appropriate. A revised 
draft was sent to TVA for a formal written response. TVA's 
August 10, 1977, letter expresses disappointment that many 
of its earlier comments were not included in the later 
version and again mentioned many of these comments. (See 
append ix VI I . ) 
Our appraisal of TVA's general comments are included in 
chapter 5. This appendix includes a summary of each of TVA's 
specific comments and our responses. 
CHAPTER 1 
Petition to delist 
Comment: 
TVA states that it told us on several occasions 
that :it f:il~d only one petition to delist the' Little 
Tennessee Rivet as the critical habitat of the snail 
darter and that the petition has still n~ither been 
ackno~ledged nor acted on. 
Response: 
The Deputy General Counsel of TVA fold us &n 
July 5, 1977, that TVA filed two petitions to delist 
the Little Tennessee River--one on February '28, 1977, 
and one on June 29,1977. Since that time the Depart-
ment of the Interior in~ormed us that a June 30, 1977~ 
(not June 29, 1977) letter was received from TVA but 
that it merely urged the Department to act on the 
February petition. As indicated in the Department's 
comments to our report (see app. VI), TVA'~ petition 
was formally denied on July 6, 1977. ' 
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Comment: 
TVA states that the Hiwassee River will apparently 
support a snail darter population. 
Response: 
Interior's Fish and Wildlife Service and the 
ichthyologist who discovered the snail darter said 
that · from 5 to 15 years may be required to determine 
whether the snail darter can successfully survive 
in its new environment. 
NEPA lawsuit 
Comment: 
TVA states that earlier Tellico litigation unde~ 
NEPA was brought by environmentalists and one affected 
landowner (rather than landowners) and that the devel-
opment of a scenic river alternative was expressly 
considered. 
Response: 
Support for the phrase "affected landowners" is 
found in a description of the NEPA litigation in the 
January 31, 1977, decision of the U.S. Court of Appeals 
which enjoined the Tellico project on the basis of the 
Endangered Species Act. Hill v. Tennessee Valley 
Authority 549 F.2d 1064, 1067 (6th-cTr. 1977). The 
court did not determine which of the alternatives was 
the best but rather that alternatives were adequately 
disclosed. We believe that the "scenic river" alterna-
tive considered by TVA was not adequate because, among 
other things, it did not include benefits to be derived 
from agriculture, historical, cultural and industrial 
development, and fish and wildlife. 
What-is TESC? 
Comment: 
TVA stated that we refer to TESC without identify-
ing the group and offered its description of TESC. 
Response: 
TESC is mentioned throughout the report because 
it is quite knowledgeable about the Little Tennessee 
River Valley and represents a different viewpoint from 
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that provided by TVA on many issues. TESC is perhaps 
the most active group opposing the Tellico project, 
but it is only one of the 9 groups that comprise the 
Little Tennessee River Alliance, an organization formed 
to opposed the project. The Little Tennessee River 
Alliance has a statewide membership of about 25,000 
members and is comprised of the following groups: TESC, 
Tennessee Conservation League, Sierra Club, Trout Un-
limited, Tennessee Audubon Society, Eastern Band of 
Cherokee Indians, Smoky Mountains Hiking Club, Tennessee 
Outdoor Writer's Association, and the Tennessee Environ~ 
mental Council. 
Comment: 
-----TVA stated that three individuals (rather than a 
group of scientists and environmentalists) filed the 
snail darter suit. 
Response: 
While two law professors and a law student orig-
inally filed the snail darter suit, the Audubon Council 
of Tennessee, Inc., and the Association of Southeastern 
Biologists later jointed as plaintiffs in the suit. 
CHAPTER 2 
Site restoration 
Comment: 
TVA states that it informed our investigating 
team that partial removal of the earthen section of 
the dam would create the probability of failure for 
the remainder of the section and that safe engineering 
practices would not permit the suggested removal. 
Response: 
At no time in any previous discus~ion, including 
Senate hearings, did TVA mention that safe engineering 
practices would not permit the suggested partial re-
moval of the earthen dam. 
Because TVA provided this information after 
completion of our site work, we did not evaluate this 
assertion, but we agree that unprotected sections of 
the earthen dam could be eroded from heavy rainfalls 
and river currents. TESC,however, told us that ·pro-
tecting the earthen banks with broken stone--a procedure 
commonly used in reservoirs, including the banks of 
81 
I 
I 
I I 
APPENDIX VIII APPENDIX VIII 
the proposed Tellico reservoir--would greatly reduce 
erosion. TESC believes that the necessary broken stone 
would be available locally and that the procedure would 
not ~dd significantly to the estimate for removing a 
sectlon of the dam. TESC stated further that since 
river water would not collect behind the dam no risk 
to life or property would be added downstrea~. 
CHAPTER 3 
Comment: 
TVA states that we reported Tellico opposition 
proposals without scrutinizing or analyzing unrealistic 
cost estimates or claims made to support them. 
Response: 
N~ cost-benefit analyses have ever been prepared 
by proJect opponents for any proposals. In addition. 
we agreed with the House Committee on Merchant Marine 
and Fisheries to identify. but not evaluate. alterna-
. tives to the proposed reservoir project. 
Early alternatives 
Comment: 
TVA offers information which indicates that the 
Tellico Dam was planned as an extension of the Fort 
Loudoun project in the early 1940s and. for that reason. 
TVA did not cQ,nsider river-based alternatives when the 
project was planned in 1963. 
Response: 
The information provided by TVA is irrelevant to 
the dec~s~on ~efore the Congress and generally supports 
the posltlon ln our report that TVA decided to build 
the Tellico Dam without first considering river-based 
alternatives. . . 
TVA's position on the need to reconsider alternatives 
Comment: 
TVA states that (1) the Congress has debated the 
best use,of the river beginning in 1965. (2) project 
alternatlves were fully explored in the Tellico envi-
ronmental impact statement which was provided to the 
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Congress and approved in the courts. and (3) Congress 
carefully analyzed the project annually and directed 
TVA to complete the project promptly. TVA also' men-
tions that the scenic river alternative it analyzed for 
the 1971 environmental impact statement was found to 
provide only 2 percent of the level of Tellico reservoir 
project benefits. 
Response: 
We believe that sufficient information has not 
been provided to the Congress for it to adequately 
question whether the Tellico project is the best use 
of the Little Tennessee River Valley. As mentioned 
in chapter 5. many other factors--including the snail 
darter--have arisen or increased in public importance 
since TVA last prepared a detailed evaluation of Tellico~ 
TVA's analysis of a scenic river alternative for 
the 1971 environmental impact statement did not include 
benef its to be der i ved fr om agr icul ture. h istor ieal. 
cultural and industrial development, and fish and wild-
life. In addition. the Department of the Interior said 
that it did not have access to the supporting methodol-
ogies and data bases used by TVA and thus was unable to 
properly question the 'results 0·f the ,Tellico· ehviron-
mental impact statement at that time. 
Earlier this year, the Congress deleted all funding 
from n~ne previously approved water development projects, 
includlng seven projects which were under construction 
and as much as 26 percent complete. With current de-
, ' talled information on both the project and its alterna-
tives, the Congress may also wish to reconsider its 
funding of Tellico. 
Recreation--(a) The National -Park 
Comment: 
TVA states that a former Superintendant of the 
Smoky Mountains National Park mentioned in a 1972 
letter that recreational facilities adjacent to a 
reservoir would perhaps relieve $ome of the visitation 
pressure of the park. " . . 
Response: 
The Department -of the Interior, throught~e 
National Park Service, is resporisible for the Great 
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Smoky Mountains National Park. The Department points 
out, as shown in appendix VI, that "a scenic riverway 
would more effectively alleviate overcrowding at the 
park than would a reservoir." 
Recreation--(b) Balanced-Eresentation of the 
recreation TSsue-------- ------------
Comment: 
TVA provides a lengthy description of why it 
believes another reservoir would provide greater 
recreational benefit than would the existing river. 
Response: 
We have not verified or included in our report 
this information submitted by TVA because it is out of 
the scope of our review as agreed with the House Com-
mittee on Merchant Marine and Fisheries. The infor-
mation presented concerning the attractiveness of the 
proposed Tellico reservoir, however, tends to support 
our position that TVA's estimated visitation rates 
should be reduced to reflect transfers from other 
reservoirs, including the 20 lakes within 100 miles 
of Tellico. 
Comment: 
TVA states that the Little Tennessee River as a 
canoe stream has a number of equal or superior counter-
parts. TVA also states that trout fishing primarily ~ 
occurs on the upper 8 to 10 miles and that river im-
poundment will merely reduce this area to the upper 
3 to 4 miles. 
Response: 
Although we were not asked to examine either of 
these assertions, TESC has previously told us that other 
rivers are superior to the Little Tennessee River for 
"white water" canoeing, but that these rivers are not 
acceptable for such recreational uses as· family float 
trips. TESC believes trout fishing in the , Little Ten-
nessee will be adversely affected because the trout will 
be compressed into a very small area and will be forced 
to compete for survival with other types of fish. 
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Cultural values 
Comment: 
TVA provides a lengthy description of its 
archeological efforts in the Little Tennessee River 
valley and stated that it believes its plans constitute 
significant preservation of the most important histori-
cal and archeological sites in the project area. 
Response: 
Although detailing the archeological efforts of 
TVA was not part of the scope of our review, Tellico 
archeological project researchers told us that most 
of the 200 archeological sites recorded to date have 
only been investigated about 5 percent and that only 
three sites would be preserved with a reservoir. With 
regard t o the preservation of three sites, TESC points 
out that one will not be flooded, the second is now 
covered with ~O feet of till, and the third is partially 
covered with fill to lift it above the valley floor. 
In addition, the Eastern Band of .the Cherokee Nation 
strongly opposses the inundation of its major cultural 
historical sites. TVA's comments concerning the 
Tomotley site are not pertinent because TVA did not 
realize that we included its comments in the revised 
draft. 
Agriculture 
Comment: 
TVA states that i on the basis of figures in the 
University of Tennessee's 1974 Farm Planning Manual, 
even if all agricultural acreage weteplacedinto pro-
duction and double cropping was used, the annual yield 
would be ab<;>ut $6.4 million, not the $17 milliqn indi-
cated by TESC. TVA also criticized us for not examining 
the TESC estimate and for incorrectly reporting ~VA's . 
position. . 
Response: 
We have neither verified nor ex~minedthe 
information submitted by either TVA or ' TESC because 
performing a study to determine the anticipated agr i-
cultural yield of the land was not in the scope of our 
review. However, according to the information submitted 
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by TESC, techniques used iI? d~r iv~ngthe $17 mill~on. 
agricultural yields ($16 mIllIon In revenue, $1 mIllIon 
in wages) were set forth in the University of Tennessee's 
1973 Farm Planni~Manual and the estimates were based 
on using 90 percent of tne available acre~ge and double 
cropping both wheat and barley. 
We do not believe we reported TVA's position 
incorrectly but rather that , we merely summar ized TVA's 
lengthy explanation. 
Comment: 
TVA believes that losing the 183 farming jobs that 
existed before the project is acceptable when compared 
to an estimated 6,600 industrial and trades and services 
jobs which would be created by industries locating near 
,the reservo ir • 
Response: 
We believ~ that today's land use priorities may be 
quite different from that of the early 1960's and that 
the agricultural and industrial job opportunities of 
a developed river valley should be determined if ~ l!Iean-
ingful comparison is to be made with job opportunItIes 
of a developed reservoir. 
CHAPTER ' 4 
Comment: 
TVA stated that although the state of the 
forecasting arts has improved since 1968 , refinements 
of 1968 ' forecasts for the Tellico project would not 
significantly change the results because the basic ~en­
efit analysis is sound, and flaws in the methodologIes 
do not exist. 
Response: 
Current, detailed information on the project and 
its alternatives is needed for the Congress to properly 
act on the questions before it. Many important issues 
have surfaced since the project was conceiveQ and the 
effect of these issues has never been evaluated. Con-
gress must consider, for example, the effect of the 
project on 
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--the snail darter, both as an endangered 
species and as a formal precedent under 
the Endangered Species Act of 1973; 
--the rich archeological culture of the 
valley and possible conflicts with the 
intent of the National Historic Preser-
vation Program; 
--the prime agricultural land of the valley 
at a time when the Department of Agriculture 
and the President's Council on Environmental 
Quality recently issued statements encouraging 
Federal agencies to consider the preservation 
of such land when carrying out programs; 
--the last large flowing river in the region 
and the recreational opportunities it offers; 
and 
--alleviating overcrowding at the Great Smoky 
Mountains National Park, compared to the effect 
of a river corridor on park overcrowding. 
In addition to considering these issues for the 
first time, we believe a new analysis of remaining costs 
and benefits for the pr~ject and its alternatives would 
look considerably different if improved forecasting 
methods and current data were used. TVA points out, for 
example, that its estimate of power benefits has in-
creased , over 12-fold since 1968. We believe other 
benefits may also have changed or, on the basis of 
improved estimating methods, may be nonexistant. 
Comment: 
TVA stated that a critical analysis of its benefit-
cost analysis was included in the environmental impact 
statement, along with TVA's discussion and rebuttal of 
major points. TVA points out that the district court 
approved the environmental impact statement and offered 
compliments on the amount of disclosure in the statement. 
Response: 
As mentioned earlier, we believe TVA's 1968 
benefit-cost analysis is outdated and contains numerous 
methodological problems. In addition, many factors, 
including the snail darter and agricultural, historical, 
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and cultural values, have increased in public 
importance since that time and have not been 
evaluated by TVA for alternatives to the Tellico 
project . 
While a critical analysis of TVA's 1968 study was 
included in the 1971 environmental impact statement , 
the critics were not able to properly evaluate the 
projected benefits because they did not have access to 
TVA'S supporting methodologies and data bases. The 
critics also explicitly stated in the analysis that 
they got virtually no cooperation from TVA. 
Nevertheless, several of the critics' arguments 
have merit and were not convincingly rebutted by TVA. 
For example, they criticized TVA's recreation benefit 
because it did not properly consider the population 
centers from which visitors would be drawn and because 
it did not consider the number of visitors that would 
use Tellico instead of the other numerous reservoirs 
in the area. TVA responded by stating that it expected 
Tellico to draw a substantial proportion of visitors 
from beyond a 50 to 60 mile radius from the project 
because the reservoir would have a relatively constant 
water level and because it is easily accessible by 
several major highways. We believe that the critics' 
arguments have more merit because TVA ignored the trans-
fer question and because there are 17 other reservoirs 
within a 50-mile radius of Tellico. 
Recreation 
Comment: 
TVA states that the factors which were omitted 
from the 1968 analysis--water quality, shoreline 
development, public access, and proximity to population 
centers--weigh in favor of the Tellico project. TVA 
expects Tellico to be one of the more popular re'crea-
tional reservoirs in the valley. One of the several 
reasons cited by TVA is its extensive development of 
historical and archeological sites and attractions 
along the reservoir. 
Response: 
Throughout our analysis we did not attempt to 
determine whether benefits were either overstated or 
understated and as mentioned in the report, we did not 
attempt to determine the effect these factors would 
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have on t he Tellico visitation estimates. If Tellico 
would be one of the more popular recreational reservoirs 
in the valley, this further supports our position that 
visitation transfers from other reservoirs need to be 
expressly considered. As pointed out earlier, TVA's 
extensive archeological development plans include only 
3 of the 200 recorded archeological sites in the valley. 
Comment : 
TVA states that independent estimates of expected 
Tellico visitation by Economics Research Associates in 
1971 sUbstantiate the general range of recreation visits 
TVA projected for Tellico. 
The independent study of Tellico visitation by 
Economic Research Associates in 1971 criticized TVA's 
appr oach . The study pointed out that TVA's methods do 
not give a truly valid picture of probable visitation 
directly associated with the Tellico reservoir . We 
believe a current study using improved methods is still 
needed. . 
Comment: 
TVA states that its position on the transfer 
question was not included in the report. TVA'S basic 
position is that the transfer question is not relevant 
because a ~riv~te research firm stated that ~he capacity 
of reserVOlrs ln the southeast Tennessee reglon will not 
be adequate to meet future demand . 
TVA's basic position is included in the report . 
Also included in the report is our statement that most, 
if not all, of the 20 reservoirs within 100 miles of 
Tellico are not currently at capacity and that visita-
tion rates vary considerably between reservoirs. Fur-
ther, TESC has stated that the Tennessee Valley has 
more flat water acreage per capita than any other re-
gion in the world but that the Little Tennessee River 
is the last clean , large flowing river in the area. 
In commenting on our report, the Department of the 
Interior pointed out that a scenic river would be more 
useful than a reservoir for relieving visitation pres-
sures at Great Smoky Mountains National Park. In 
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addition, State and Federal planners predict a 33-fold. 
increase in stream fishing by 1990 in the Smoky MountaIns 
Region. Because the Little Tennessee River is consid-
ered by many to be the finest trout river in the South-
eastern United States, we believe it might attract a 
substantial portion of this increased demand. 
Shoreline development 
Comment: 
(a) TVA states that the recreation benefit does not 
include visits to a 1,000-acre State park. 
Besp£!!~~: 
TVA officials who prepared the comments to our 
report are in disagreement with the TVA officials in 
the respective branches which prepared the 1968 analyses. 
Whether or not TVA's analysis explicitly considered a 
state park at Tellico is not important, however, because 
the figures TVA actually used to determine visitation 
rates at Tellico were based on visitation rates at lakes 
with parks. Thus, the analysis implicitl~ assumes a 
park will be created and counts the benefIts from the 
1,000 acres under both shoreline development and 
recreation. 
Comment: 
(b) TVA states that navigation benefits are not part 
of the shoreline development benefit because futur~ 
savings in transportation costs over a 50-year perIod 
are not reflected in the market price of the land. 
Respon~~: 
Navigation benefits are at least partially double 
counted under shoreline development benefits. We 
believe the factors, including navigation, which make 
the Tellico industrial sites more desirable than land 
not adjacent to a reservoir would be reflected in the 
increased market value price that industry would be 
willing to pay for the land. In essence, TVA's position 
is that developed land with navigational access would 
be sold at the same market price as similarly developed 
land without navigational access. 
90 
> 
APPENDIX VIII APPENDIX VIII 
Comment: 
(c) TVA states that shoreline development benefits do 
not include values resulting from (1) development 
investment by the purchaser or (2) the effects of 
inflation. 
~ponse: 
Price increases anticipated after TVA sells the 
land are attributable, at least in part, to other 
factors~ such as inflation, improvements made by th e 
buyer, or increased demand for land in general. After 
eliminating the increase in land value attributable 
to inflation and buyer improvements, TVA claimed the 
remaining price increases asa result of the project. 
We believe that some of this increase is due to the 
general demand for land, rather than specific demand 
for reservoir access land. This increment should be 
identified and only those benefits directly attribut-
able to the project should be claimed. 
Flood control 
Comment: 
TVA believes the systems approach for calculating 
flood control benefits is appropriate for Tellico 
because (1) the Little Tennessee River is considered 
part of a 1936 flood control plan, (2) Tellico will 
provide needed flood protection for Chattanooga, and 
(3) the canal connecting Tellico to Fort Loudoun provides 
systems flexibility in cases of uneven runoff. TVA 
stated that Tellico would have averted $15 million of 
the $35 million flood damages incurred at Chattanooga 
in Mar ch 1973. 
Resp£!!se: 
TVA's "systems" approach for calculating flood 
control benefits is weak because it assumes that each 
additional acre-foot of storage provides as much flood 
protection as existing storage. Because downstream 
property values vary by type of land, zoning, improve-
ments, accessibility, size, and market conditions, we 
believe the average amount of protection provided per 
acre-foot in the TVA system would not be a valid indi-
cator of the flood control benefits for a given rese~­
voir. Under this method, flood control benefits could 
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be claimed for protecting land of a higher value than it 
actually protects. Further criticisms of the approach 
~re co~tained ir:t our prior report ".!.mErovements · Needed 
In MakIng BenefIt-Cost Analyses for Federal Water Re-
sources·projects" (B-167941, September-20, 1974). 
TVA estimated that the Tellico project would have 
reduc~d ~he March 1973 flood damages in Chattanooga by 
$15 mI llIon. Although the amount of flood protection 
that Tellico would have averted at Chattonoga in 1973 
has been questioned by others, we did not verify the 
accuracy of this estimate. However, we do believe that 
this type of procedure--comparing damages with and with-
out the project--is preferable to the systems approach 
~sed in 1968 and should be applied if another analysis 
IS prepared. 
Comment : 
TVA s tates that the systems approach is consistent 
with Senate document No. 97, which contains allowances 
for intangibles and a higher degree of flood protection 
than is feasible on the basis of tangible benefits alone. 
Response: 
As mentioned in the report, we believe that the 
systems approach is not consistent with Senate Document 
97's definition of a benefit--the net increase in value 
with the project compared to the value without the project . 
only the value of incremental flood protection provided 
should be projected as flood control benefits . 
Comment: 
TVA states that including all 44 firms in the 1968 
analysis of navigation benefits is justified because 
each of the firms either used or had access to barge 
transportation. TVA states that this method results in 
underestimated navigation savings per acre because some 
of the firms included in the average had no savings; 
they took advantage of water competitive rail rates 
rather than shipping by barge. 
using the average of 44 firms is weak because of 
the tremendous variations in savings per acre--27 firms 
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with no savings at all and 17 with savings ranging from 
$26 to,$19,894 per acre. In our opinion, a case-by-case 
a~al~sls should be made rather than using a purely sta-
tIstIcal average because of this wide variation. 
We do not agree that TVA underestimated navigation 
savings because, in our opinion, no navigation benefits 
are created unless shippers actually use the waterway. 
considering the abundant availability of unused competi-
tive industrial sites with barge navigation, both at 
Melton Hill Reservoir and at various locations on the 
Tennessee River, TVA's projections, in our opinion, are 
optimistic rather than understated. 
TESC also questions the claimed navigation benefits. 
According to TESC, TVA used similar justifications for 
three reservoirs near Tellico but the estimated savings 
have not been realized. One project realized only I per-
cent of claimed annual benefits in its first 10 years of 
operation and the other two reservoirs have experienced 
tonnage decreases of 48 and 45 percent over the past 
20 years. We did not verify these figures. 
Comment: 
TVA states that our concerns about the methods 
used to estimate navigation benefits in 1968 are moot 
because TVA performed a specific industry analysis in 
1971 which substantiated the reasonableness of the 
earlier estimates . 
Response: 
We did not verify the accuracy of TVA's estimates 
but we believe the basic procedure of identifying 
specific industries and related shipments is preferable 
to the methods used in 1968 and should be Ilsed if another 
analysis is prepared. Since this da~a is at least 6 
years old, however, we believe a new analysis is needed. 
Comment: 
TVA again stated that navigation is not counted the 
second time in the shoreline development benefit. TVA 
believes that if the market value of the land reflected 
navigational access , such an advance payment would nullify 
the location advantage. 
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Power 
Response: 
As mentioned earlier, navigation benefits are at 
leas t partially counted the second time under shoreline 
development bene~its be c ause the access to a reservoir 
for navigation and other purposes wou ld be reflected 
in the market value of the land. 
Comment: 
TVA states that we concede the power benefit and 
that the 200 million kilowatt hours of energy that would 
be provided by Tellico has a current annual value of 
$3.5 million. 
Response: 
While we did not raise major objections to the 
methods used to calculate power benef its, we cannot 
"concede the power benefit II because we did not examine 
the data bases used for this or any other benefit. 
Other groups have questioned the data bases used 
by TVA and specifically challenge TVA's estimates of 
the amount of electrical generating capacity needed to 
handle demand in 1985. 
TVA found it useful to update its estimate of power 
benefits for Tellico . We believe it would be even more 
useful to perform a complete analysis of all benefits 
for both the project and its comprehensive alternatives. 
Fish and Wildlife 
Comment: 
TVA states that assignment of the lowest permissable 
value to trout fishing is justified considering (1) the 
criteria and examples given in Senate Document 97, 
(~) the variation in river flow in the Little Tennessee 
River, (3) the cost of stocking trout, and (4) a fishing 
survey conducted 12 years ago which supported the 
assigned value. 
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~~~: 
TVA's ~ssignment of the lowest permissable value 
to trout fishing is questionable considering that 
(1) the Little Tennessee River is considered by the 
Tennessee Wildlife Resources Agency as the best trout-
holding river in Tennessee and by TESC as the finest 
trout river in the Southeastern United States~ (2) State 
and Federal planners forecast a 33-£01d increase in 
stream fishing by 1990 in the Smoky Mountains Region~ 
(3) the Little Tennessee River Valley offers many of 
the same visitor activities, including stream fishihg, 
that are causing overcrowding at the Great Smoky Moun-
tains National Park~ and (4) TVA used the midrange values 
for all calculations (including cold water fishing under 
the inter im guide 1 ines) except trout fishing, whi ch would 
be greatly reduced with a reservoir. Consistent appli~ 
cation by TVA of using the midrange value would have 
reduced the value of annual benefits c~aimed for reser-
, voir fishing by about 25 percent. 
Considering the number Of fishing trips that might 
be drawn from other reservoirs would further reduce the 
claimed benefits. 
Comment: 
TVA states that we apparently ackno~ledge that 
land-use planning will assure adequate industrial acreage 
is available to realize the claimed water supply bene-
fits. TVA states that we misused the values in TVA's 
1971 analys is, wh ich, according to TVA, conf irms the 
reasonableness of the 1968 benefits. TVA states that 
the range of water supply annual benefits can range 
from $24,000 to $80,000 depending on the assumption of 
industrial water needs. " 
Response: 
Our position has not changed. , We still believe 
that the TVA analysis did not consider the amount of 
industrial acreage at Tellico and that the firms cur-
ren tly occupy twice the industr ial acreage whi ch would 
be available. We merely pointed out TVA's position for 
balance because we did not evaluate whether TVA would 
be able to realize the claimed 'benefits by limiting 
industries to ene-half the space which they now 'occupy. 
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With regard to the values used, TVA admits that, 
on the basis of the 70-million gallon per day rate used 
in 1968, benefits were overstated by $46,000 annually. 
only by assuming usage rates in the 1971 study of over 
twice that used in 1968, was TVA able to approximate 
the original annual estimates. 
Secon~ry benefits 
Comment: 
TVA believes that we did not discuss secondary 
benefits adequately. TVA also notes the job potential 
of a developed industrial area adjacent to Tellico 
reservoir and compares it to the number of families 
which made a livin~ in the area by farming in the early 
1960s. TVA further states that TVA consultants have 
supported its estimates of industrial development. 
Response: 
Pursuant to our agreement with the House Committee 
on Merchant Marine and Fisheries. our review was 
limited to direct Tellico project benefits. However. 
several points are worthy of mention. 
We believe that today's land use priorities may 
be quite different from that of the early 1960's and 
that the agricultural and industrial job potential of 
a developed comprehensive river valley still needs to 
be evaluated before a comparison can be made with the 
number of jobs estimated for the Tellico project. 
We believe TVA'S projection of the number of 
industries willing to locate along the reservoir is 
optimistic considering the large availablity of indus-
trial sites with barge navigation both at Melton Hill 
Reservoir and at various locations on the Tennessee 
River. 
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PRINCIPAL OFFICIALS OF THE TENNESSEE VALLEY 
--xDTHORITY-RESPONSIBLE FOR ADMINISTERING 
--~CTYVITIES mSCUSSEDINTHlSREPORr-
BOARD OF DIRECTORS: 
Aubrey J. Wagner 
William L. Jenkins 
S. David Freeman 
Don McBr ide 
Frank E. Smith 
GENERAL MANAGER: 
Lynn Seeber 
Louis J. VanMol 
GENERAL COUNSEL: 
Herbert S. Sanger, Jr. 
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Charles J. McCarthy 
DIVISION OF PROPERTY 
AND SERVICES: 
John S. Rozek 
J. Porter Taylor 
DIVISION OF PROPERTY 
AND SUPPLY (note , a): 
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PROPERTIES (note a): 
J. Porter Taylor 
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Mar. 1970 
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June 1954 
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June 1964 
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Present 
Present 
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Mar. 1970 
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~/ On January ~, 1976, t~e Divisions of Property and Supply 
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George H. Kimmons 
George P. Palo 
MANAGER OF POWER: 
Godwin Williams, Jr. 
James E. Watson 
Gabriel O. Wepsenauer 
DIRECTOR OF FORESTRY, FISHERIES , 
AND WILDLIFE DEVELOPMENT: 
Thomas H. Ripley 
Kenneth J. Seigworth 
(00857) 
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